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Rules and Regulations 


Title 7—AGRICULTURE 

Chapter XVIII—Farmers Home Ad¬ 
ministration, Department of Agri¬ 
culture 

CODIFICATION CHANGES 

Chapter m of Title 6 entitled "Fann¬ 
ers Home Administration, Department of 
Agriculture*' of the Code of Federal Reg¬ 
ulations is transferred to Title 7 as 
Chapter XVIII. As so transferred and 
renumbered the text of the regulations 
is set forth below without substantive 
change. 

Fred A. Jillson. 

Chief, Organization and Devel¬ 
opment Branch . Business 
Services Division, FI!A. 


SUBCHAPTER A—GENERAL REGULATIONS 

PART 1800—ADMINISTRATIVE 
PROVISIONS 


Subport A—Organization and General Functions 
of the Farmers Home Administration 

8ec. 

1800.1 General. 

1800.2 National Office 

1800.3 State Offices. 

1800.4 County Offices 


Subpart B—-Assignment of Functions 

1800.11 Functions assigned to the Farmers 

Home Administration. 

1800.12 Functions reserved by the Secretary 

of Agriculture. 


Subpart C—Delegations of Authority 


1800.21 

1800.22 

1800.23 

1800.24 

1800.25 


General. 

National Office Staff and State Di¬ 
rectors. 

State Office Staff and County Office 
employees. 

Ratification. 

Effect on other regulations. 


Subpart A—Organization and Gen¬ 
eral Functions of the Farmers Home 
Administration 


Authority: The provisions of this St 
A l85ucd uuder 5 XJJ3.C. 1002 and 
27 ^o^? Ity wlth ° r ders of Sec. of Agr., N 
• 1964 * D *c- 3, 1984 (29 F R. 18210, 1684i 

1800.1 General, 

wo? 16 *. ^ a . rmers Home Administrate 
as established by Order of the Secreta 
Pp A S tUre ' dated August 14, 1946 ( 
& v*, Its organization consists 
located in the Sou 

ment l nf S A°*« the United States Depai 
merit of Agriculture in Washington, D.< 
wationa 1 Finance Office located in i 
W ^°*[ 42 State Offices (some ser 
c« an one State); and appro: 
S local County Offices. T) 
other y <!' S r , e ® ponsible loan, grant, a 
F arm programs, includi 

and Ownership. S 

WaterahtSf’ 5 ural Housing, Emergent 
^rshed, Rural Areas Developmei 


and Rural Renewal programs and. in 
conjunction with the Office of Economic 
Opportunity, certain loan programs 
under the Economic Opportunity Act of 
1964, and the servicing of similar type 
loans made by predecessor agencies. 
The foregoing programs are admin¬ 
istered in accordance with regulations 
and delegations of authority and as¬ 
signments of functions published in 
the Federal Register. The regula¬ 
tions are codified in Chapter m. Title 
6, Code of Federal Regulations. A 
general description of the functions of 
the offices and divisions of the National 
Office and of the State and County Offices 
is contained in §§ 1800.2-1800.4 

§ 1800.2 National O flirt*. 

(a) Administrator and Deputy Ad¬ 
ministrator —(1) Administrator. Re¬ 
sponsible for the development of policies 
and procedures and general direction and 
supervision of programs assigned to the 
Farmers Home Administration, under 
the general direction of the Assistant 
Secretary for Rural Development and 
Conservation. 

(2) Deputy Administrator. Assists 
the Administrator in formulating and 
administering the policies and programs 
of the Farmers Home Administration. 
Serves as Acting Administrator in the 
absence of the Administrator. 

(b) Assistant Administrators. Assist 
the Administrator in the direction and 
supervision of the Farmers Home Ad¬ 
ministration programs as follows: 

(1) Assistant Administrator ( Operat¬ 
ing Loans). Responsible for the activi¬ 
ties of the Operating and Emergency 
Loan Divisions. 

(2) Assistant Administrator <Real Es¬ 
tate Loans ). Responsible for the activi¬ 
ties of the Farm Ownership and Rural 
Housing Loan Divisions. 

(3) Assistant Administrator • Commu¬ 
nity Services). Responsible for the 
activities of the Association and Rural 
Renewal Loan Divisions. 

(4) Assistant Administrator Manage¬ 
ment) . Responsible for the activities of 
the National Finance Office, and the 
Budget, Personnel, and Business Services 
Divisions. 

(5) Assistant Administrator <Insured 
Loan Funds). Responsible for the in¬ 
sured loan funds activities. 

(c) Staff Offices . Assist the Admin¬ 
istrator in the direction and supervision 
of the following functions: 

(1) Farm Planning and Supervision 
Staff. Responsible for the overall pro¬ 
gram of farm and home planning and 
supervision under the several loan pro¬ 
grams. 

(2) Program Development and Ad¬ 
ministrative Coordination Staff. Re¬ 
sponsible for program planning, sched¬ 
uling and evaluation; developing, coor¬ 
dinating and evaluating training pro¬ 
grams; evaluating workloads and staff¬ 


ing; reports and statistical information, 
and coordination of the review of inter¬ 
nal audit reports in the National Office. 

<d) Staff Division. The Information 
Division reports directly to the Adminis¬ 
trator and Is responsible for informa¬ 
tional activities. It develops and rec¬ 
ommends policies and procedures with 
respect to such activities, and provides 
technical advice and assistance to field 
personnel. 

(e) Program Divisions Under the Di¬ 
rection of the Assistant Administrator 
<Operating Loans). Each of the follow¬ 
ing Divisions is responsible to the Assist¬ 
ant Administrator (Operating Loans) 
for developing and recommending poli¬ 
cies and procedures, for providing advice 
and assistance to field personnel, and for 
otherwise assisting in administering pro¬ 
grams under its jurisdiction. 

(1) Operating Loan Division. Re¬ 
sponsible for operating loan program, 
and delegated responsibility for section 
302 loans to individuals under the Eco¬ 
nomic Opportunity Act of 1964 and serv¬ 
icing of similar type loans made by 
Farmers Home Administration and pred¬ 
ecessor agencies. 

(2) Emergency Loan Division. Re¬ 
sponsible for Emergency loan program, 
and servicing of similar type loans made 
by Fanners Home Administration and 
predecessor agencies. 

<f) Program Divisions Under the Di¬ 
rection of the Assistant Administrator 
<Real Estate Loans). Each of the fol¬ 
lowing Divisions is responsible to the 
Assistant Administrator (Real Estate 
Loans) for developing and recommend¬ 
ing policies and procedures, for provid¬ 
ing advice and assistance to field per¬ 
sonnel, and for otherwise assisting in 
administering programs under its juris¬ 
diction. 

fl) Farm Ownership Loan Division. 
Responsible for the Farm Ownership and 
individual Soil and Water loan programs 
and servicing of similar type loans made 
by Farmers Home Administration and 
predecessor agencies. 

«2> Rural Housing Loan Division. 
Responsible for Rural Housing loan and 
grant programs. 

<g) Program Divisions Under the 
Direction of the Assistant Administrator 
(Community Services). Each of the 
following Divisions is responsible to the 
Assistant Administrator (Communiiy 
Services) for developing and recom¬ 
mending policies and procedures, for 
providing advice and assistance to field 
personnel, and for otherwise assisting 
in administering programs under its 
jurisdiction: 

< 1) Rural Renewal Division. Respon¬ 
sible for Rural Renewal and Resource 
Conservation and Development pro¬ 
grams and Rural Areas Development 
activities of the Farmers Home Admin¬ 
istration, for coordination of Rural Re¬ 
newal project activities of all agencies of 
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the Department of Agriculture, and for 
otherwise assisting in the Rural Areas 
Development program of the Depart¬ 
ment of Agriculture. Also maintains 
liaison with other agencies of the Execu¬ 
tive Branch in connection with these 
activities. 

(2) Association Loan Division. Re¬ 
sponsible for Soil and Water association 
and Watershed programs of loans and 
advances, including delegated responsi¬ 
bility for loans to cooperative associa¬ 
tions under section 303 of the Economic 
Opportunity Act of 1964, and servicing 
of similar type loans made by Farmers 
Home Administration and predecessor 
agencies. 

(h) The National Finance Office and 
the Service DivisioJis of the National Of - 
/ice. Each of the following Divisions is 
responsible to the Assistant Administra¬ 
tor (Management) for developing and 
recommending policies and procedures, 
for providing advice and assistance to 
field personnel, and for otherwise assist¬ 
ing in administering functions under its 
jurisdiction. 

(1) National Finance Office. Respon¬ 
sible for fiscal and accounting activities 
and providing service to field offices in 
connection with supplies, space, property, 
and purchasing. 

(2) Budget Division. Responsible for 
the budget activities, including those per¬ 
taining to the State Rural Rehabilitation 
Corporations. 

(3) Personnel Division . Responsible 
for personnel activities, including em¬ 
ployment. classification, salary adminis¬ 
tration, employee relations and develop¬ 
ment, training, safety, health, and dis¬ 
ciplinary actions. 

(4) Business Services Division. Re- 
ponsible for business services, including 
rules and regulations, forms control, 
organization, management improvement, 
property and space management, travel 
authorizations, and communications, and 
records management. 

§ 1800.4 State Offices. 

Each State Office is under the super¬ 
vision of a State Director who is respon¬ 
sible to the Administrator, in accordance 
with established policies and delegated 
authorities, for the Fanners Home Ad¬ 
ministration programs in one or more 
States. State Advisory Committees 
serve in an advisory capacity to the State 
Directors on all phases of the Farmers 
Home Administration programs. 

§ 1800.1 County Offices* 

Each County Office is under the direc¬ 
tion of a County Supervisor who is re¬ 
sponsible to the State Director, in ac¬ 
cordance with established policies and 
procedures, for the Farmers Home Ad¬ 
ministration programs in one or more 
counties. Usually, this office is located 
in a county seat; however, depending 
upon the volume of business in certain 
counties, the County Office located in 
one county may also serve one or more 
adjoining counties. The local County 
Office is the normal channel through 
which the public is expected to seek 
Information, make application for as¬ 
sistance, and conduct business with the 


Farmers Home Administration. County 
or Area Committees, composed of three 
individuals residing in the county or 
area, all of whom at the time of appoint¬ 
ment shall be farmers, review applica¬ 
tions for Farmers Home Administration 
assistance, make certifications and rec¬ 
ommendations with respect to loans, 
grants, debt settlement, and release from 
personal liability, and advise on all 
phases of the Farmers Home Adminis¬ 
tration programs in the county or area. 

Subpart B—Assignment of Functions 

Authority : The provisions of this Subpart 
B Issued under Secretary’s Order of Dec. 3, 
1964 (29 FR. 16840). 

§ 1800.11 Function* assigned to the 
Fanner* Home Administration. 

In the above authority the Secretary 
of Agriculture assigned and transferred 
to the Farmers Home Administration 
all of the functions, powers, duties, and 
assets under or with respect to: 

(a) The Consolidated Farmers Home 
Administration Act of 1961 (7 U.S.C. 
1921), except those contained in section 
342 of said Act (7 U.S.C. 1013a). These 
assigned functions, powers, duties, and 
assets pertain to programs authorized 
under said Act as well as to prior pro¬ 
grams and authorities of the Farmers 
Home Administration and its predecessor 
agencies; the Farm Security Administra¬ 
tion, the Emergency Crop and Feed Loan 
Offices of the Farm Credit Administra¬ 
tion, the Resettlement Administration, 
and the Regional Agricultural Credit 
Corporation of Washington, D.C. The 
Consolidated Farmers Home Adminis¬ 
tration Act of 1961 (7 U.S.C. 1921), was 
made effective on October 15, 1961 (20 
F.R. 10031). except (1) the authorization 
to make and sell insured loans which 
was made effective by regulations issued 
on September 13, 1961 (26 F.R. 9307), 
and (2) the provision of Title IV of the 
Bankhead-Jones Farm Tenant Act re¬ 
quiring mineral reservations in lands 
disposed of under Title HI of the Act 
which remained effective until December 
7,1961 (26FJR. 10031). 

(b) Title V of the Housing Act of 1949 
(42 U.S.C. 1471), except those pertaining 
to research. 

(c) The Rural Rehabilitation Cor¬ 
poration Trust Liquidation Act (40 U.S.C. 
440). and under the trust, liquidation and 
other agreements entered into pursuant 
thereto. 

(d) Section 8, and those with respect 
to repayment of the obligations under 
section 4, of the Watershed Protection 
and Flood Prevention Act (16 U.S.C. 
1006a,1004). 

(e) Rural Areas Development Pro¬ 
gram activities consisting of (1) fur¬ 
nishing technical information and serv¬ 
ices in initiating and implementing 
projects, (2) certifying individual over¬ 
all economic development programs in 
rural areas as being consistent with the 
general objectives of the economic de¬ 
velopment of rural areas of the United 
States, and (3) certifying industrial and 
commercial w r ater facility projects and 
community facility projects as being con¬ 
sistent with approved overall economic 
development programs for the areas in¬ 


volved. The foregoing are part of the 
functions, powers, and duties under the 
Area Redevelopment Act (42 U.S.C. 
2501), delegated by the Secretary of 
Commerce to the Secretary of Agricul¬ 
ture (26 F.R. 9933). 

(f) Rural Renewal Program activities 
consisting of making loans, making ad¬ 
vances for technical assistance, coordi¬ 
nation, direction, and supervision of 
Rural Renewal Projects, and assistance 
in planning, developing, and carrying 
out such projects under section 32(e) of 
the Bankhead-Jones Farm Tenant Act 
(7 U.S.C. 1011(e)). 

(g) Section 51(a) of the Alaska Omni¬ 
bus Act (Note preceding 48 U.S.C. 21). 

(h) Loan programs under Part A of 
Title HI and the necessarily related 
functions in Title VI of the Economic 
Opportunity Act of 1964 (42 U.S.C. 2841- 
2845, 2942, 2946) delegated by the Di¬ 
rector of the Office of Economic Oppor¬ 
tunity to the Secretary of Agriculture (29 
F.R.14764). 

(1) Servicing, collection, settlement, 
and liquidation of: 

(1) Deferred land purchase obliga¬ 
tions of individuals under the Wheeler- 
Case Act of August 11, 1939, as amended 
(16 U.S.C. 590y), and under the item, 
‘‘Water Conservation and Utilization 
Projects” in the Department of the In¬ 
terior Appropriation Act, 1940 (53 Stat. 
719),as amended. 

(2) Puerto Rican Hurricane Relief 
loans under the Act of July 11, 1956 (70 
Stat. 525). 

(j) Disposal of surplus property under 
the jurisdiction of the Farmers Home 
Administration which the Secretary of 
Agriculture is authorized to dispose of 
by the Administrator of the General 
Services Administration (40 U.S.C. 486). 


§ 1800.12 Functions reserved by the Sec¬ 
retary of Agriculture. 

The following functions relating to the 
assignments described in § 1800.11 have 
been reserved by the Secretary in the 
above cited authorities: 

(a) Making and issuing notes to the 

Secretary of the Treasury for the pur¬ 
poses of the Agricultural Credit Insur¬ 
ance Fund as authorized by the Con¬ 
solidated Farmers Home Administration 
Act of 1961 (7 U.S.C. 1929 ). and Title V 
of the Housing Act of 1949 (42 U.S.C. 
1484, 1485(b)), and requesting advances 
of funds evidenced by said notes and any 
similar notes executed under prior au¬ 
thorities (including 7 U.S.C. 1005b ( j). 
1005c(b), 1006e(a), 16 U.S.C. 590 M 
(d)); where such notes or requests ior 
advances thereunder would cause the ag¬ 
gregate outstanding unpaid principa 
balances thereon to exceed $ 135,000,uw. 
or to exceed $25,000,000 thereof for ° ‘ 
mestic farm labor housing, or $ 10 , 000 .oo 
thereof for rental housing for elderly pe - 
sons and families. , ac 

(b) With respect to the functions as¬ 

signed in 5 1800 . 11 (h): 

(1) Prescribing rules and regulaUon 
jointly with the Director of the Office oi 
Economic Opportunity. 

(2) Requesting the Director of »e 
Office of Economic Opportunity to mase 
advances to the revolving fund es»»- 
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lished pursuant to section 606 of the 
Economic Opportunity Act of 1964. 

(3) Requesting reimbursement from 
the Director of the Office of Economic 
Opportunity for the performance of such 
assigned functions. 

(c) Designating areas in which emer¬ 
gency loans may be made (7 U.S.C. 1961). 

Subpart C—Delegations of Authority 

Authority : The provisions of this Subpart 
C issued under Orders of Sec. of Agr., Nov. 27. 
1964, Dec. 3. 1964 ( 29 P.R. 16210. 16840): 7 
U.S.O. 1006a. 1006b. 1011(e). 1921, 16 U.S.C. 
1004, 1006a. 40 U.S.C. 440. 486, 42 U.S.C. 1471. 
2841-2854, 2942. 2946, 43 U.S.C. 451f. Note 
preceding 48 U.S.C. 21. 


§ 1800.21 General. 

The authorities contained in this Sub¬ 
part C apply to all assets, functions, and 
programs now or hereafter administered 
or serviced by the Fanners Home Ad¬ 
ministration, including but not limited to 
those relating to indebtedness, security, 
and other assets obtained or contracted 
through the Secretary of Agriculture. 
Resettlement Administration, Farm Se¬ 
curity Administration. Emergency Crop 
and Feed Loan Offices of the Farm 
Credit Administration, Soil Conservation 
Service in connection with water con¬ 
servation and utilization projects, Puerto 
Rico Hurricane Relief Commission and 
successor agencies in connection with 
Puerto Rican Hurricane Relief loans to 
individuals, State Rural Rehabilitation 
Corporations, the United States of 
America or its officials as trustee of the 
assets of State Rural Rehabilitation 
Corporations, Regional Agricultural 
Credit Corporations, Defense Reloca¬ 
tion Corporations, land leasing and pur¬ 
chasing associations, and other similar 
associations, corporations, and agencies, 
and whether the interest of the United 
States in the indebtedness, instrument of 
debt, security, security instrument, or 
other assets is that of obligee, owner, 
holder, insurer, assignee, mortgagee, 
beneficiary, trustee or other interest. 

§ 1800.22 National Office Staff anil Slate 
Directors. 


The following officials of the Farmers 
Home Administration, in accordance 
with applicable laws, are severally au¬ 
thorized, for and on behalf of and in the 
name of the United States of America 
or the Farmers Home Administration, 
to do and perform all acts necessary in 
connection with making and insuring 
loans, making grants and advances, 
servicing loans and other indebtedness, 
and obtaining, servicing, and enforcing 
jfeurity and other instruments related 
wiereto: The Deputy Administrator; the 
J^sistant Administrator (Operating 
«>ans); the Assistant Administrator 
K«al Estate Loans); the Assistant Ad- 
Tw!J rator ( Community Services); the 
^tor National Finance Office; each 
Puty Director and the Insured Loan 
** ational Finance Office; the Di- 
r !:r| r ’ Operating Loan Division; the Di- 
~* er 6eiicy Loan Division; the 
DirSif ^ Ural Renewal Division; the 

Kinn. S arm Ownership Loan Divi- 

ntvici e Dlrector » Rural Housing Loan 
*°n; the Director, Association 


Loan Division; and each State Director 
within the area of his jurisdiction; and 
in the absence or disability of any such 
official, the person acting in his position; 
and the delegates of any such official. 
This authority includes but is not limited 
to authority to: 

(a) Effect the assignment of, or the 
declaration of trust with respect to. in¬ 
sured security instruments to place them 
in trust with the United States of Amer¬ 
ica as trustee for the benefit of any 
holder of the promissory note or bond 
secured by such security instrument. 

(b) Acknowledge receipt of notice of 
sale or assignment of insured loans and 
security instruments. 

(c) Appoint or request the appoint¬ 
ment of substitute trustees in deeds of 
trust. 

<d) Execute proofs of claim in bank¬ 
ruptcy, death, and other cases. 

(e) Sell or otherwise dispose of real 
estate or interests therein, and execute 
and deliver quitclaim deeds, easements, 
right-of-way conveyances, and other in¬ 
struments to effectuate such sale or 
disposition. 

(f) Compromise, adjust, cancel, re¬ 
lease, charge off, and liquidate indebted¬ 
ness, including modification of contracts 
and other instruments. 

(g) Consent to sale or assignment of. 
or sell or assign, direct or insured loans 
and security instruments, and execute 
any necessary assignments, endorse¬ 
ments, reinsurance agreements, or other 
instruments in connection therewith. 

(h) Approve and accept transfers of 
security property or interests therein to 
the United States of America, and ap¬ 
prove and consent to transfers of secu¬ 
rity property or interests therein to other 
parties. 

(i) Accelerate and declare entire real 
estate indebtedness due and payable, 
foreclose or request foreclosures of real 
estate security instruments by exercise of 
power of sale or otherwise, and bid for 
and purchase at any foreclosure or other 
sale or otherwise acquire real property 
pledged, mortgaged, conveyed, attached, 
or levied upon to collect indebtedness, 
and accept title to any property so pur¬ 
chased or acquired. 

(j) Execute agreements to insure and 
reinsure, and to purchase and repur¬ 
chase insured loans and security instru¬ 
ments. 

(k) Request loan checks from lenders 
for loans to be insured, insure loans by 
execution of insurance endorsements, 
and endorse promissory notes in connec¬ 
tion with insurance of loans. 

(l) Execute and deliver or approve in 
writing, suspensions, releases or termina¬ 
tions of assignments of income, renewals, 
extensions, partial and full releases and 
satisfactions of security and personal or 
indemnity liability for indebtedness, 
waivers, subordination agreements, 
severance agreements, affidavits, ac¬ 
knowledgments, certificates of residence, 
evidence of consent, and other instru¬ 
ments or documents. 

(m) Require and accept further or 
additional security. 

(n) Accelerate and declare entire non- 
real estate indebtedness due and payable, 


and foreclose or request foreclosure of 
chattel security instruments by exercise 
of power of sale or otherwise. 

(o) Bid for and purchase at any fore¬ 
closure or other sale, or otherwise ac¬ 
quire personal property pledged, mort¬ 
gaged, conveyed, attached, or levied 
upon to collect indebtedness, and accept 
title to any property so purchased or 
acquired. 

(p) Take possession of. maintain, and 
operate security or acquired real or per¬ 
sonal property or interests therein, sell 
or otherwise dispose of such personal 
property, and execute and deliver con¬ 
tracts. caretaker’s agreements, leases, 
and other instruments in connection 
therewith, as appropriate. 

<q) Execute proofs of loss on insur¬ 
ance contracts and endorse without re¬ 
course less payment drafts and checks. 

(r) Issue, publish and serve notices 
and other instruments. 

(s) File or record instruments, 
whether separate instruments, or by 
making marginal entries, or by use of 
other methods permissible under State 
law. 

§ 1800.23 State Office Staff* ami C'oimt> 
Office employees. 

The following officials and employees 
of the Farmers Home Administration, in 
accordance with applicable laws, for and 
on behalf of and in the name of the 
United States of America or the Farmers 
Home Administration, are also severally 
authorized within the area of their re¬ 
spective jurisdictions to perform the acts 
specified in paragraphs (k) to (s). both 
inclusive, of § 1800.22; Chief. Program 
Operations; Chief, Real Estate Loans; 
Chief. Operating Loans; Program Loan 
Officer; Real Estate Loan Officer; Op¬ 
erating Loan Officer; and State Super¬ 
visor; each Area Supervisor. County (in¬ 
cluding Parish) Supervisor. Assistant 
County Supervisor. Emergency Loan 
Supervisor, Assistant Emergency Loan 
Supervisor, or other supervisor or assist¬ 
ant supervisor: and in the absence or 
disability of any such official or em¬ 
ployee, the person acting in his position. 

§ 1800.24 Ratification. 

All written instruments affecting title 
to real or personal property, including 
but not limited to deeds, releases, satis¬ 
factions, subordination agreements, sev¬ 
erance agreements, consents, waivers, 
assignments, declarations of trust, and 
heretofore executed by officials or em¬ 
ployees of the agencies or other entities 
referred to in § 1800.21 to cany out any 
purpose authorized by law, incident to 
the administration of programs under 
the jurisdiction of said agencies or other 
entities, are hereby approved, confirmed, 
and ratified. 

§ 1800.25 Effect on other regulation*. 

This Subpart C does not revoke or 
modify any other delegation or redele¬ 
gation; instruction, procedure, or regu¬ 
lation issued by, or under authority of, 
the Administrator of the Farmers Home 
Administration. 
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PART 1801—RECEIVING AND PROC¬ 
ESSING APPLICATIONS 

Sec. 

1801.1 General. 

1801.2 Receiving applications. 

1801.3 Processing applications. 

1801.4 Reaching an understanding. 

1801.5 Persons entitled to veterans’ prefer¬ 

ence. 

Authority: The provisions of this Part 1801 
issued under R.S. 161, secs. 41, 6, 50 Stat. 628, 
as amended, 870, sec. 510, 63 Stat. 437, sec. 10, 
68 Stat. 735; 5 U.S.C. 22. 7 U.S.C. 1015. 16 
U.S.C. 590w, 42 U.S.C. 1480, 16 U3.C. 590X-3. 
Provisions Interpreted or applied are cited to 
text in parentheses. 

§ 1801.1 General. 

This part prescribes the policies and 
procedures for receiving and processing 
loan applications and for informing ap¬ 
plicants and other interested individuals 
relative to the services of the Farmers 
Home Administration and credit avail¬ 
able from other credit sources. 

(a) The County Supervisor is respon¬ 
sible for seeing that all persons making 
inquiry about Farmers Home Admin¬ 
istration services are given information 
relative to such services. 

(b) Wherever the term "applicant 0 
appears herein, it shall be construed to 
mean applicant family. 

(c) Receiving and processing applica¬ 
tions for subsequent Operating loans. 
Soil and Water Conservation loans 
to associations, and subsequent Emer¬ 
gency loans, will be handled in accord¬ 
ance with Parts 1831, 1823, Subpart B, 
and 1832, respectively, of this chapter. 

§ 1801.2 Receiving applications. 

Applications for Farmers Home Ad¬ 
ministration assistance will be filed in the 
County Office serving the area in which 
the farm to be operated or improved is 
located; however, if an applicant for an 
Emergency loan will operate two or more 
farm units in different counties, his 
application ordinarily will be filed in the 
County Office serving the county in 
which he resides. 

(a) The filing of written applications 
should be encouraged even though funds 
may not be currently available since ap¬ 
plications will be considered in the order 
received. 

(b) Form FHA-197, "Application for 
FHA Services." will be used by all appli¬ 
cants unless otherwise provided in the 
authorities referred to in paragraph (c) 
of § 1801.1. 

(c) Supervisory personnel will discuss 
with each applicant the type(s) of assist¬ 
ance that appeal s best suited to his par¬ 
ticular needs. If after discussing with 
the applicant his credit needs it appears 
that he may be able to obtain credit to 
meet his needs from some other credit 
source, the County Supervisor should 
inform him of the availability of such 
credit and provide him with needed 
assistance in contacting the credit 
agency. 

§ 1801.3 Prorewing applications. 

Ca) Applications will be investigated 
and submitted to the County Committee 
for consideration and otherwise proc¬ 
essed in the order received except as 
modified by veterans* preference policies. 


The County Supervisor will verify the 
information furnished by the applicant 
and assemble additional information 
needed to evaluate properly the appli¬ 
cant’s qualifications and credit needs. 
The County Supervisor will furnish the 
County Committee before the applica¬ 
tion is considered, as a minimum, in¬ 
formation on the following; 

(1) The applicant’s reputation for 
honesty and meeting his obligations. 
This will include specific information as 
to the experiences and opinions of others 
concerning the applicant and the sources 
of the information. 

(2) The applicant’s financial condition 
in relation to the requirements of local 
creditors, and the efforts that have been 
made and the results of the applicant’s 
efforts to obtain credit to meet his needs 
from other credit sources. If the appli¬ 
cant has obtained financing from other 
creditors in substantial amounts, care¬ 
ful consideration should be given to the 
possibility of his being able to continue 
to obtain credit from such sources. 

(3) If the applicant will operate the 
farm, specific information concerning his 
farm training and experience. 

(4) For Operating loans, the size and 
quality of the particular farm which the 
applicant will operate, the approximate 
acreages of crop and pasture lands, the 
types and conditions of buildings, and 
the suitability of the farm for the pro¬ 
posed type farming operations. For 
other types of loans, any available infor¬ 
mation as to the suitability of the appli¬ 
cant’s farm. 

(5) The other resources available to 
the applicant and the approximate 
amount of credit which will be required. 

(6) Any adverse health conditions. 

(b) The County Supervisor will ana¬ 
lyze the applicant’s loan request, giving 
careful consideration to his experience, 
abilities, resources, and credit needs, and 
will tentatively determine which type(s) 
of Farmers Home Administration loans 
will most effectively meet the applicant’s 
needs. 

(c) After tentatively determining 
which type(s) of loan(s) will most effec¬ 
tively meet the applicant’s needs, the 
County Supervisor will present the ap¬ 
plication to the County Committee for 
consideration. The Committee w f ill in¬ 
terview applicants whenever it is con¬ 
sidered necessary for arriving at proper 
recommendations. This will be done by 
having the applicant appear at the Com¬ 
mittee meeting. After the interview 
with the applicant is completed and all 
pertinent facts have been considered, the 
Committee, in the absence of the appli¬ 
cant, will take action on the application. 

(d) The County Supervisor wdll take 
the following action immediately after 
the County Committee’s decision regard¬ 
ing the applicant’s qualifications: 

(1) If the Committee action is favor¬ 
able, the County Supervisor will proceed 
promptly in accordance with the applica¬ 
ble loan processing instructions. When 
favorable action has been taken on an 
application, the applicant will be notified. 
Care should be exercised to be sure that 
the applicant understands that Commit¬ 
tee action does not constitute approval of 
his loan. In notifying the applicant of 


favorable Committee action, the County 
Supervisor also, when practicable, will 
arrange a meeting with the family to 
proceed with developing the loan docket. 

(1) In the case of a Farm Ownership 
applicant who has not selected a farm 
but w r ho. in the opinion of the County 
Committee, is otherwise eligible, the 
County Supervisor will notify the appli¬ 
cant that preliminary action has been 
taken on his application but final action 
will be delayed until he has located and 
obtained an option on a satisfactory 
farm. In such a case further loan proc¬ 
essing actions will not be taken until the 
applicant has located a farm. 

(ii) In the case of tenant applicants 
for Operating and Emergency loans, who 
have not yet leased a farm at the time 
the application is presented to the Com¬ 
mittee, but who, in the opinion of the 
Committee, are otherwise qualified, the 
County Supervisor will notify the appli¬ 
cant that final Committee action will be 
delayed until further information is re¬ 
ceived concerning the farm to be 
operated. 

(2) When the applicant has been de¬ 
termined eligible for assistance but it is 
found that a sound loan cannot be made, 
the discussion between the County 
Supervisor and the applicant should re¬ 
sult in a clear understanding of the rea¬ 
sons why a loan cannot be made. A 
brief letter confirming the discussion 
and conclusions should be sent. 

(3) If the Committee’s action is un¬ 
favorable. the County Supervisor will 
notify the applicant in writing specifi¬ 
cally of the actions taken and the rea¬ 
sons therefor and will extend an invita¬ 
tion to call at the County Office for the 
purpose of discussing in detail with the 
County Supervisor the reasons for the 
rejection and, when appropriate, the 
corrective actions the applicant may 
take to qualify. 

(e) Those applications received when 
loan funds are not available for process¬ 
ing loans will be investigated and pre¬ 
sented to the County Committee for con¬ 
sideration. Applicants who are ineligible 
will be advised accordingly. Those for 
whom Committee action is favorable will 
be notified that funds are presently ex¬ 
hausted but that their applications will 
be held for consideration until funas 
are available. When funds become 
available for processing loans to such 
applicants, they will be notified by letter 
that funds are available. Such notic 
to the applicant will also provide tna 
he should advise the County om 
within 15 days if he is still interested 
in obtaining the loan originally appn«| 
for; otherwise, his application may 
withdrawn. If the applicant still indi¬ 
cates a desire to obtain a loan. 
County Supervisor will review the P 
plication with him and if there ld 
been any significant changes that 
affect the eligibility of the apphcam^ 
the County Supervisor will obtain nece 
sary current information and pr 
the application to the County Com 

for reconsideration. 

(f) Applications will remain to 
until withdrawn, disapproved, e■ V • 
or the loan is made. An applicantmw 
voluntarily withdraw his appH ca 
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any time. When a loan will not be 
made for such reasons as the applicant's 
obtaining credit from another source, 
lack of further interest on the part of 
the applicant, or similar justifiable rea¬ 
sons. the applicant will be so notified 
and advised that his application will 
be considered withdrawn unless the 
County Office receives a notice within 
15 days that he desires further 
consideration. 

(g) Applications for Farm Ownership 
loans received during any fiscal year will 
remain active during the remainder of 
that financial year and the subsequent 
fiscal year unless withdrawn or dis¬ 
approved or unless the loan is closed. 
During June of each year, the County 
Committee in consultation with the 
County Supervisor will select from the 
expiring applications those applicants 
who appear to be eligible and who may 
wish to renew their applications. The 
County Supervisor will notify the ap¬ 
plicant that it will be necessary to file 
a new application if he wishes further 
consideration for a Farm Ownership 
loan. 


§ 1801.1 Reaching an understanding. 

Farmers Home Administration lend¬ 
ing experience has clearly demonstrated 
that success in helping farm families de¬ 
pends in large measure on reaching a 
thorough understanding with each ap¬ 
plicant before a loan is approved. A 
proper understanding will be obtained 
with all applicants with respect to the 
basic loan making and servicing policies, 
the responsibilities of borrowers, and 
the benefits that may be expected 
from Farmers Home Administration 
assistance. 


§ 1801.5 Persons entitled to veterans’ 
preference. 


Veterans' preference will be extended 
to any person applying for a Farm Own¬ 
ership, Farm Housing, Soil and Water 
Conservation, or Operating loan who has 
been discharged or released from the 
active forces of the United States Army, 
JJavy, Air Force, Marine Corps, or Coast 
Guard under conditions other than dis¬ 
honorable, and served in any of such 
forces during (a) the period April 6.1917, 
trough March 31, 1921, or (b) the pe- 
nod December 7.1941, through January 
1955. For Farm Housing loans, the 
Pauses and children of deceased service- 
* € o n * lso be given preference. "De- 
wased servioem^*' means men or women 
^ service during one of the 
Periods specified in this section. 


lMn* lf 50 Stat * 622 - M amended, 7 U.S.O. 
C 6 1477 B ) 07, 63 Stat * 436 ‘ 88 amendcd * 42 


PART 1802—SUPERVISION AND 
s* YEAR-END ANALYSIS 

IBtei ® u P er vislon. 

Determining needs for supervisory a 
o Stance. 

Year-end analysis. 

•s«ied H ,?^ rT: The P r0v,sl °ns of this Part 18 
^hhde r a.8,161. secs. 41.6. 60 Stat. 65 
64 Stat 870 ‘ »® c 510. 63 Stat. 437, sec. 

7 Use 10, 68 stat - 735: 6 U - S 'C- 1 

• 1015. 16 us.c. 590W. 42 U.S.C. 141 


40 U.S.C. 442. 16 U.S.C. 590X-3: Order of Act¬ 
ing Sec. Agr., 19 F.R. 74. 22 F.R. 8188. 

§ 1802.1 Super\ision. 

(a) The Farmers Home Administra¬ 
tion will provide supervision to each 
borrower to the extent necessary to 
achieve the objectives of the loan and to 
protect the interests of the Government. 

(b) The terms "supervision” and 
"supervisory assistance” as used by the 
Farmers Home Administration include 
the broad scope of management services 
available through the agency to families 
utilizing Farmers Home Administration 
credit. The primary objectives of super¬ 
vision are to assist farm families in 
making profitable adjustments and im¬ 
provements that are necessary to place 
their farming operations on a sound 
basis, to assist them in the wise use of 
adequate credit, to assist them to grad¬ 
uate to other sources of credit within a 
reasonable period of time, and to help 
protect the interests of the Government. 

(c) In order for supervisory assistance 
to be effective, a thorough understand¬ 
ing must be reached with each applicant 
at the outset concerning the credit and 
supervisory assistance which is provided 
through the Farmers Home Administra¬ 
tion, his responsibilities in properly 
carrying out the proposed farm and 
home operations, and his responsibilities 
in caring for and accounting for security 
property. 

(d) The supervisory methods used by 
the Farmers Home Administration will 
include long-time farm and home plan¬ 
ning, annual farm and home planning, 
farm family records, year-end analysis 
and subsequent farm and home planning, 
farm and home visits, and credit 
counseling. 

§ 1802.2 Driermining needs for super¬ 
visory assistance. 

The Farmers Home Administration 
County Supervisor will carefully analyze 
the need for supervision with each fam¬ 
ily and determine the extent of super¬ 
vision that will be required to achieve the 
objectives of the loan and protect the 
Government’s interest. 

(a) Intensive supervision . Intensive 
supervision consists of long-time and 
annual farm and home planning, farm 
family records, an average of three to 
five effective farm and home visits per 
year with one visit perferably within 
30 days after the loan is closed, and year- 
end analysis and subsequent farm and 
home planning each year. Families who 
will depend primarily upon farming for 
their livelihood and who will be making 
major adjustments and improvements in 
their farm and home operations ordi¬ 
narily will receive intensive supervision 
at least during the first years of their 
loans. Intensive supervision may be dis¬ 
continued and only limited supervision 
given a family which has completed the 
major adjustments and improvements 
needed, has adopted the necessary farm 
and home and money management prac¬ 
tices. is meeting its debt payments and 
other financial obligations satisfactorily, 
and is otherwise making satisfactory 
progress. In addition, intensive super¬ 
vision may be discontinued when a de¬ 


cision has been made to take liquidation 
action or it is clearly evident that the 
further extension of such supervision 
will not benefit the family. 

(b) Limited supervision. Limited su¬ 
pervision consists of annual farm and 
home planning in connection with the 
making of the loan and for subsequent 
years, if needed; farm family records; 
at least one supervisory or inspection 
visit per year, depending upon the 
family’s needs; and, when the loan is 
delinquent making personal contacts for 
the purpose of collection and developing 
specific written agreements for remov¬ 
ing the delinquency. Families which will 
not be depending primarily on farming 
for their livelihoods, or will not be 
making major adjustments and im¬ 
provements in their farm and home 
operations, ordinarily will receive only 
limited supervision. However, intensive 
supervision should be given such families 
when it is necessary to achieve the ob¬ 
jectives of the loan and protect the 
Government’s interest. 

§ 1802.3 Year-^nd analysis. 

Borrowers from the Farmers Home 
Administration who are receiving inten¬ 
sive supervision as prescribed by § 1802.2 
of this part will, with the assistance of 
the County Supervisor, analyze their 
farm and home operations at the dose 
of each year as a basis for improving 
those operations for the following year. 
This analysis will be made in the County 
Office or some other convenient meeting 
place selected by the County Supervisor 
in connection with the completion of the 
farm and home plan for the succeeding 
year. Such analysis is in fact an inte¬ 
gral part of subsequent planning. The 
record book and inventory. Forms FHA- 
195 or FHA 432-1 and FHA-195A or 
FHA 432-2; the past year’s Farm and 
Home Plan, Form FHA-14 or FHA 
431-2; Form FHA 431-1, "Long-Time 
Farm and Home Plan”; and when avail¬ 
able, Forms FHA 432-3 to 432-8, "En¬ 
terprise Analysis Sheets,” will provide 
the basic sources of information for the 
analysis. 

(a) Purposes of year-end analysis . 
The year-end analysis is a process by 
which the family, with the assistance of 
the County Supervisor, reviews and 
evaluates the past year’s farm and home 
operations to determine those phases of 
their operations which were carried out 
successfully, as well as those which need 
further improvement. This involves an 
analysis of such factors as financial 
progress, production efficiency and effec¬ 
tiveness in carrying out improved man¬ 
agement practices. 

(b) When to make the analysis. 
Analysis of the past year’s operations in 
conjunction with the completion of the 
farm and heme plan for the next year 
will take place after the crop year is com¬ 
pleted and will cover the full crop year, 
except when there are borrowers whose 
business for the year is sufficiently com¬ 
plete to permit an estimate of the year’s 
income and expenses prior to the end 
of the year with sufficient accuracy to 
permit a meaningful analysis. 

(c) Preparation for the analysis. Be¬ 
fore the end of the crop year, the County 
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Supervisor will send each family a notice 
of the date, time and place for meeting 
to make the year-end analysis and will 
furnish them with a new record book 
and, if required, a new five-year inven¬ 
tory. The County Supervisor also will 
instruct the family to prepare for the 
analysis by: 

(1) Completing all business transac¬ 
tions and settling all accounts, so far 
as practicable, before closing the year’s 
records. 

(2) Completing all records and sum¬ 
maries in their past year’s record book. 

(3) Entering the inventory for the 
next year on Form FHA-195A or FHA 
432-2 as of the end of the crop year. 

(4) Entering the financial statement. 
Table A, of their next year’s farm and 
home plan in the new record book. 

(5) Completing the “Actual” columns 
of the past year’s farm and home plan, 
Tables B to K, and lines 4 to 7 on 
page 1. 

(6) Thinking through their farm and 
home operations and reaching tentative 
decisions concerning their plan for the 
next year. All families should be en¬ 
couraged to make tentative entries in 
Tables B, C, and E of the farm and home 
plan for the next year and some families 
may also be asked to make entries in 
the budget tables F through K of the 
farm and home plan. Such entries 
should be made in pencil for possible 
revision during the analysis. 

<d) Making the analysis. The analy¬ 
sis will consist of a review and evalua¬ 
tion by the family and County Super¬ 
visor of the strong and weak points in 
the farm and home operations. It is the 
responsibility of the County Supervisor 
to see that the family understands that 
the aim of the year-end analysis is to 
provide a basis for making further im¬ 
provements in the organization of the 
farm and home business, increasing pro¬ 
duction efficiency, and improving money 
management. As decisions are reached 
during the analysis discussion, they will 
be recorded in the farm and home plan 
for the next crop year. 

(e) Completing next year's farm and 
home plan. Since the chief purpose of 
the analysis is to improve the family’s 
farm and home operations for the next 
year through better planning, comple¬ 
tion of the next year’s farm and home 
plan will be an integral part of the anal¬ 
ysis. The year-end analysis provides 
the occasion for completing the contin¬ 
uous planning that has been carried on 
throughout the year by the family and 
supervisor. The long-time farm and 
home plan and the tentative entries 
made by the family on the next year’s 
farm and home plan should be examined 
in the light of conclusions and decisions 
agreed upon during the analysis. The 
subsequent farm and home plan also will 
be completed. 


PART 1803—SUPERVISED BANK 
ACCOUNTS 

Sec. 

1803.1 General. 

1803.2 Use of supervised bank accounts. 

1803.3 Establishing accounts. 

1803.4 Authority to countersign checks. 


Sec. 

1803.5 Deposits and withdrawals. 

1803.6 Unexpended loan funds. 

1803.7 Closing accounts. 

Authority : The provisions of this Part 1803 
Issued under R.S. 161, secs. 41, 6, 50 Stat. 528, 
as amended. 870, sec. 610, 63 Stat. 437; 5 
U.S.C. 22. 7 U.S.C. 1015, 16 U.S.C. 590w, 42 
UJ3.C. 1480. 

§ 1803.1 General. 

Supervised bank accounts, as referred 
to in this part, are those required to be 
established by borrowers in banks of 
their choice under a deposit agreement 
entered into by the borrower, the bank, 
and the Government on Form FHA-192, 
“Deposit Agreement." Under such 
agreements, the deposits are assigned to 
the Government as security for repay¬ 
ment of the indebtedness of the borrower, 
and withdrawals are permitted only by 
order of the borrower and the counter- 
signature of a representative of the 
Government. The primary purpose of 
such accounts is to protect the interest 
of the Government in the disbursement 
of loan funds. 

§ 1803.2 Use of supervised bank ac¬ 
counts. 

The deposit of funds in a supervised 
bank account will be governed by the 
following: 

(a) Borrowers with Operating, Emer¬ 
gency, Special Livestock, or other pro¬ 
duction-type loans. (1) Operating, 
Emergency, Special Livestock, or other 
production-type loan funds will be de¬ 
posited in a supervised bank account 
when the County Supervisor determines 
that the use of the supervised bank ac¬ 
count is necessary to assure the correct 
expenditure of all or any portion of the 
loan funds. 

(2) Funds representing the proceeds 
from the sale of mortgaged property, in¬ 
cluding the proceeds of insurance on 
mortgaged property and the proceeds of 
assignments of agricultural income, will 
be deposited in the supervised bank ac¬ 
count when: 

(i) Such funds have been released un¬ 
der the provisions governing servicing 
security for loans in accordance with 
Part 1871 of this chapter and are to be 
expended in carrying out major farm 
and home maintenance, improvements or 
practices, or for the replacement of 
mortgaged livestock or farm and home 
equipment, and the County Supervisor 
determines that it is necessary to use the 
supervised bank account to assure that 
the funds will be available for such pur¬ 
poses; or 

<ii) The borrower also is indebted for 
a Farm Ownership or a Farm Housing 
loan and deposits of income are made in 
the supervised bank account as provided 
in this section. 

(a) Any deposits of income which are 
to be applied as a payment on the bor¬ 
rower’s Operating, Emergency, Special 
Livestock, or other production-type loan 
indebtedness will be withdrawn immedi¬ 
ately and applied to the account in ac¬ 
cordance with provisions governing col¬ 
lections. 

(b) Borrowers with Farm Ownership 
and Farm Housing loans. (1) Insured 
Farm Ownership and direct Farm 


Ownership or Farm Housing loan funds 
will be deposited in a supervised bank 
account on the date of loan closing after 
it has been determined that the loan can 
be closed except when all of the pro¬ 
ceeds of the check are distributed at the 
time of loan closing. Funds represent¬ 
ing a borrower’s down payment or cash 
contribution also will be deposited in a 
supervised bank account prior to or at 
the time of loan closing. When the title 
is held jointly with the right of survivor¬ 
ship, a joint supervised bank account will 
be established from which either the 
husband or wife can withdraw funds. 

(2) In exceptional cases, where a bor¬ 
rower with either an insured Farm Own¬ 
ership loan or a direct Farm Ownership 
or Farm Housing loan has demonstrated 
inability to accumulate funds sufficient 
for the prompt payment of taxes, assess¬ 
ments. property insurance premiums, 
and maintenance costs, the County 
Supervisor may request such a borrower 
to deposit sufficient income in a super¬ 
vised bank account for these purposes. 
In order for such deposits to be made 
from the proceeds of assignments of 
agricultural income, it will be necessary 
that assignment checks be drawn jointly 
to the order of the borrower and the 
Farmers Home Administration. 

(3) A borrower with either an insured 
Farm Ownership loan approved after 
September 17, 1954, or a direct Farm 
Ownership or Farm Housing loan will 
not accumulate income in a supervised 
bank account for payment on such loans. 
However, when assignments are taken to 
make payments on loans and payments 
on taxes, assessments, property insur¬ 
ance premiums, and maintenance costs, 
the entire assignment check may be de¬ 
posited in a supervised bank account, 
provided such check is drawn jointly to 
the order of the borrower and the Farm¬ 
ers Home Administration. A check will 
be drawn immediately on the supervised 
bank account in the amount to be paid 
on the loan and will be forwarded to 
the Finance Office. 

(4) A borrower with an insured Farm 
Ownership loan approved on or before 
September 17. 1954, generally will not 
deposit income in a supervised bank ac¬ 
count as a means of accumulating funas 
for payment on his loan. However, suen 
a borrower who makes small payments 
frequently should be encouraged to use 
a supervised bank account to accumulate 
funds for a substantial payment befor 
such funds are transmitted to the r * 
nance Office, so that remittances to ti 
note holder will be less frequent, in ci ¬ 
der for such deposits to be mad^rom tn 
proceeds of assignment of agricuitu 
income, it will be necessary that assign¬ 
ment checks be drawn either 

the order of the borrower and the Farm¬ 
ers Home Administration or to the o . 
of the bank in which the supervised ban 
account is established. 

(5) When a borrower agrees to depos 
income in a supervised bank account 
will sign a letter of request. If 
County Supervisor believes that an 
signment is desirable he will bav , 
borrower and the purchaser 8ign £S A Jn 
inal and two copies of Form F • 
“Assignments of Proceeds from th 
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of Agricultural Products," or other as¬ 
signment form approved by the Attorney 
in Charge. 

(6) Property insurance loss funds will 
be deposited in the supervised bank ac¬ 
count in accordance with § 1806.5 of this 
chapter. 

(c) Borrowers with Soil and Water 
Conservation loans —(1) Loans to indi¬ 
viduals. Insured or direct Soil and Water 
Conservation loan funds advanced to an 
individual will be deposited in a super¬ 
vised bank account on the date of loan 
closing after it has been determined that 
the loan can be closed, unless the loan 
funds will be spent soon after loan 
closing and the County Supervisor is 
satisfied that the borrower will use the 
funds for the purposes for which the loan 
was made. If the loan funds are to be 
deposited in the supervised bank account, 
any funds furnished by the borrower 
to supplement his loan also will be de¬ 
posited in the supervised bank account if 
required by the loan approval official. 

(2) Loans to associations. Insured or 
direct Soil and Water Conservation loan 
funds advanced to an association will be 
deposited in a supervised bank account 
on the date of loan closing after it has 
been determined that the loan can be 
closed, unless the loan funds will be spent 
soon after loan closing. If the loan 
funds are to be deposited in the super¬ 
vised bank account, any funds furnished 
by the borrower to supplement the loan 
also will be deposited in the supervised 
bank account not later than the date of 
loan closing. 

(d) Other deposits. Deposits in su¬ 
pervised bank accounts other than those 
specifically authorized under this section 
will not be permitted. 


§ 1803.3 Establishing accounts. 

While each borrower will be given an 
opportunity to choose the bank in which 
his supervised bank account will be es¬ 
tablished, unless otherwise authorized in 
writing by the Administrator, supervised 
bank accounts will be established only 
in banks whose deposits are insured by 
rf e F oderal Deposit Insurance Corpora- 
uon Ordinarily, a borrower who obtains 
£»ii?! Ired loan wil1 expected to es¬ 
tablish such account with the lender 
who furnished the loan funds, if the 
enaer is a local banking institution. In 
making arrangements with banks, only 
m Qt J ll P ervised bank account will be 
tar!?! ained * or any one borrower re- 
the amount or source of 
252; P owever » in those instances in 
arrnnLf borrower with a supervised bank 
“X receives an insured loan from 
thn ? r . bank and the bank furnishing 
co<u^ dS i reciuests *be borrower to de- 
borrJ; he loan funds to that bank, the 
Provi^l!f n ? ay ma intain two accounts 
be one su P€rvised account will 

fund<; a Qv tained after the insured loan 
an orientP^uded. For each account, 
and two copies of Porm p HA- 
ban< ^f^uted by the borrower, the 
thorihf 0 / 1 tbe Count y Supervisor. Au- 
behaif execute Form FHA-192 on 
Ratp , k tbe Gover nment may be redele- 
unrw Coun ty Supervisors to persons 
men* / he , lr supervisi on. If an agree- 
15 alr eady in existence and addi¬ 


tional funds are to be deposited, a new 
agreement on Form FHA-192 is not re¬ 
quired unless requested by the bank. 

§ 1803.4 Authority to countersign 
checks. 

County Supervisors are authorized to 
countersign checks drawn on supervised 
bank accounts and may redelegate this 
authority to persons in bonded positions 
under their supervision, provided that 
such persons are considered capable of 
exercising countersigning authority. 

§ 1803.3 Deposits and withdrawals. 

(a) Deposits. (1) A borrower will be 
notified immediately of loan check or 
any other deposits made and will be 
furnished a copy of the deposit slip. 

(2) Personnel of the Farmers Home 
Administration will accept funds from a 
borrower for deposit in a supervised bank 
account ONLY in the form of a check or 
money order endorsed by the borrower 
"For Deposit Only." In addition to the 
endorsement by the borrower, joint 
checks received for deposit will be en¬ 
dorsed by the County Supervisor as 
provided in regulations governing col¬ 
lections. A check made payable solely 
to the Government, or any agency 
thereof, and a joint check where the 
Treasurer of the United States is a joint 
payee, may not be deposited in a super¬ 
vised bank account. 

(b) Withdrawals. (1)A check will be 
issued payable to the appropriate payee 
who, in justifiable circumstances, may 
be the borrower. However a check will 
never be issued payable to "Cash." The 
purpose of the expenditure will be indi¬ 
cated on the face of the check. 

<2) Ordinarily, a check will be coun¬ 
tersigned before it is delivered to the 
payee. However, in justifiable circum¬ 
stances such as when excessive travel 
on the part of the borrower or the Gov¬ 
ernment would be involved, or the con¬ 
summation of good purchases would be 
prevented, and the County Supervisor 
is assured the borrower can select goods 
and services in accordance with the 
plans, a check may be delivered to the 
payee by the borrower before being 
countersigned. When a check is deliv¬ 
ered to the payee before being counter¬ 
signed, the County Supervisor must 
make it clear to the borrower, and, when 
possible, clear to the payee, that such 
check will be countersigned only if the 
quantity and quality of items purchased 
are in accordance with approved plans. 
When a check is delivered to the payee 
before it is countersigned, it will bear 
the following legend in addition to the 
legend for countersignature: "Valid only 
upon Countersignature of Farmers Home 
Administration." In such case, the 
check must be presented by the payee 
or his representative to the County Office 
of the Farmers Home Administration 
servicing the account for the required 
countersignature. Such a check must 
be accompanied by a bill of sale, invoice, 
or receipt signed by the borrower, clearly 
showing the goods or services purchased 
by the borrower and the cost thereof or 
similar information must be indicated 
on the check. Such a check is not valid 
unless countersigned and should not be 


placed in banking channels before the 
countersignature is affixed. 

(3) For real estate loans or grants the 
number and date of the check will be 
inserted on all bills of sale, invoices, 
receipts, and itemized statements for 
materials, equipment, and services. For 
such loans or grants, the bills of sale, 
invoices, receipts, and itemized state¬ 
ments will be given to the borrower or 
grantee after the bill has been paid or 
they may be filed in his case folder until 
all items of development have been com¬ 
pleted, at which time they will be re¬ 
turned to him. For all other types of 
loans they will be returned to borrowers 
after review by a County Office employee 
authorized to countersign checks. 

(4) Checks to be drawn on a super¬ 
vised bank account will bear the legend: 

Countersigned, not as co-maker or 
endorser. 


Farmers Home Administration. 

(Sec. 339, 75 Stat. 318, sec. 510, 63 Stat. 437; 
7 U.S.C. 1989, 42 U.S.C. 1480; Order of Secre¬ 
tary of Agriculture. 19 FJt. 74.26 F.R. 8403 27 
F.R.5005, 9957) 

§ 1803.6 Unexpended loan funds. 

After completion of authorized loan 
fund expenditures, any unexpended loan 
funds will be applied promptly on the 
borrower's loan account as a refund. 

§ 1803.7 Closing accounts. 

Supervised bank accounts also will be 
closed upon the death of a borrower, ex¬ 
cept joint survivor accounts; when a 
borrower is in default and it is deter¬ 
mined that no further assistance will be 
given; and when a borrower is no longer 
classified as "active." 

(a) Deceased borrowers. Upon the 
death of a borrower, the County Super¬ 
visor ordinarily will request the State 
Director to make demand upon the bank 
for the balance on deposit in the bor¬ 
rower's supervised bank account. Funds 
in the supervised bank account of a de¬ 
ceased borrower normally will not be 
used for any puri^osc other than pay¬ 
ment of the borrower's indebtedness. 
The deceased borrower's family ordi¬ 
narily will be considered as a new case 
and the needs of the family should be met 
through the normal channels of the 
Farmers Home Administration program. 
However, there may be exceptions to this 
rule as, for example, when commitments 
have been made on the basis of the de¬ 
ceased borrower's approved plans and 
the borrower has received goods or serv¬ 
ices as a result. In such cases, upon the 
recommendation of an authorized repre¬ 
sentative of the estate of the deceased 
borrower, and with the approval of the 
Attorney in Charge as to the legality of 
each such transaction, the State Director 
is authorized to approve the use of de¬ 
posited funds for the payment of such 
commitments. 

(b) Borrowers in default. Whenever 
it is not possible or practicable to get a 
borrower who Is in default and whose 
supervised bank account is to be closed 
to sign a check, the Councy Supervisor 
will request the State Director to make 
demand upon the bank for the balance 
on deposit in the borrower's supervised 
bank account. 
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(c) Reclassified borrowers. Super¬ 
vised bank accounts of borrowers who 
are no longer classified as ‘‘active" will 
be closed in the manner set out in the 
preceding paragraph, except that when 
a balance remains in the supervised bank 
account of a borrower who has repaid 
his indebtedness, the County Supervisor 
simply will notify the bank in writing 
that the Government cancels its rights 
under the “Deposit Agreement," includ¬ 
ing its countersignature authority. 


PART 1804— PLANNING AND PER¬ 
FORMING DEVELOPMENT WORK 

Sec. 

1804.1 General. 

1804.2 Definitions. 

1804.3 Policy for planning development. 

1804.4 Responsibilities for planning devel¬ 

opment. 

1804.5 Salvage or disposition of surplus 

structures and use or sale of tim¬ 
ber, sand, and stone. 

1804.6 Performing development. 

Authority: The provisions of this Part 1804 
Issued under secs. 333, 339, 75 Stat. 314, 318, 
secs. 509, 510. 63 Stat. 436, 437; 7 U.S.C. 1982, 
1989, 42 U.S.C. 1479. 1480; Orders of Sec. of 
Agr. 19 P.R. 74. 26 F.R. 8403, 27 F.R. 5005. 
9957, except as otherwise noted. 

§ 1801.1 General. 

(a) This part prescribes the policies, 
methods, and responsibilities with re¬ 
spect to planning and performing devel¬ 
opment work for a Farmers Home 
Administration real estate loan or grant. 
In connection with Rural Housing loans 
these provisions concerning planning 
and performing development may not 
apply to multiple-unit projects that are 
more extensive in scope. In these in¬ 
stances the Farmers Home Administra¬ 
tion may require compliance with other 
methods of planning and performing 
development. 

(b) The Farmers Home Administra¬ 
tion booklet, “A Guide for the Construc¬ 
tion of Farm Buildings," will assist pro¬ 
gram personnel, particularly those who 
are responsible for advising the appli¬ 
cant in planning construction, approving 
plans and specifications, and inspecting 
construction. 

§ 1804.2 Definitions. 

(a) “Development" means construc¬ 
tion and land development. 

(b) “Construction" means such work 
as erecting, repairing, remodeling, relo¬ 
cating, adding to. or salvaging any build¬ 
ing or structure, and the installation or 
repair of, or addition to, heating and 
electric systems, farmstead wells and 
water systems, sewage disposal systems, 
walks, steps, driveways, and landscaping. 

(c) “Land development" means items 
such as terracing, clearing, leveling, fenc¬ 
ing, drainage and irrigation systems, 
ponds, forestation, permanent pastures, 
perennial hay crops, basic soil amend¬ 
ments, and other items of land improve¬ 
ments which conserve or permanently 
enhance productivity. 

§ 1804.3 Policy for planning develop¬ 
ment. 

(a) Extent of development. For a 
Farm Ownership loan, the plans for 


development will include the items nec¬ 
essary to put the farm in a livable and 
operable condition at the outset con¬ 
sistent with the planned farm and home 
operations. For other types of loans, 
the plans will include those items essen¬ 
tial to achieving the objectives of the 
loan. In the case of grants, the plans 
will include those items of minor repair 
and improvement as agreed upon be¬ 
tween the applicant and the County 
Supervisor. 

(1) Construction. New dwellings and 
service buildings included in the develop¬ 
ment plan should be adequate but 
modest in size and cost. Dwellings and 
other buildings which are excessive in 
size to the needs of the family and the 
farm, or which are elaborately or ex¬ 
pensively designed or which are sig¬ 
nificantly more expensive than adequate 
but modest buildings will not be 
approved. (See Part 1822 of this chap¬ 
ter for more specific guides covering new 
or partially completed buildings.) All 
new buildings to be constructed and all 
alterations and repairs to buildings will 
be planned to conform with good con¬ 
struction practices. All improvements 
to the property will conform to appli¬ 
cable laws, ordinances, and regulations 
which relate to safety and sanitation of 
the buildings. Adequate plans, speci¬ 
fications, and estimates will be provided 
to fully describe the work. See Section 
300 of Farmers Home Administration 
booklet, “A Guide for the Construction 
of Farm Buildings," for information that 
should be included in the plans and 
specifications. 

(2) Land development. Land devel¬ 
opment will be planned by the applicant 
with the advice of the County Supervisor 
after giving consideration to the prac¬ 
tices recommended by Agricultural Col¬ 
leges, Extension Service, Soil Conserva¬ 
tion Service, or other recognized 
agricultural authorities. Adequate plans 
and descriptive material w r ill be provided 
to fully describe the work. In planning 
land development with the applicant, 
the County Supervisor will encourage 
him to use any cost-sharing assistance 
consistent with his plans that may be 
available to him through Agricultural 
Conservation Programs. 

(b) Method for performing develop¬ 
ment work. Development work may be 
planned to be performed by the contract 
method, the borrower method, or a com¬ 
bination of both the contract and bor¬ 
rower methods. Every effort should be 
made to perform all major items of 
development by the contract method. 
All contract work should be performed 
by the person, firm, or company quali¬ 
fied to provide the service. Development 
work may be performed by the borrower 
method only when (1) it is not prac¬ 
ticable to do the work by the contract 
method, (2) the borrower possesses the 
necessary skill and managerial ability to 
complete the work satisfactorily, (3) 
such work will not interfere seriously 
with the borrower’s farming operation, 
and (4) the County Supervisor is avail¬ 
able to property advise the borrower and 
inspect the work. 

(c) Completion of development work. 
All work included in the development 


plan will be scheduled for completion as 
quickly as practicable and no later than 
15 months from the date of loan closing, 
except that an item of land develop¬ 
ment, or a portion thereof, may be 
scheduled for completion at a later date 
when more than the 15 months’ com¬ 
pletion time would be required to estab¬ 
lish such land development practices 
for the area. However, the completion 
time for land development should not 
exceed 24 months. 

(d) Funds for development work. The 
total cash cost of all planned develop¬ 
ment will be shown on Form FHA 424-1, 
“Development Plan." Planned develop¬ 
ment will be financed by funds provided 
in the loan, cash on hand before loan 
closing. Agricultural Stabilization and 
Conservation Service program payments, 
or the sale of property in accordance 
with § 1804.5 of this Part 1804. Income 
to be earned after loan closing will not 
be considered for financing items of 
development planned on Form FHA 
424-1. 


§ 1804.4 Responsibilities for planning 
development. 

Planning construction and land devel¬ 
opment and obtaining technical services 
in connection with plans, specifications, 
and cost estimates are the responsibility 
of the applicant, with such assistance 
from the County Supervisor as may be 
necessary to insure that the develop¬ 
ment is properly planned. 

(a) Responsibility of the applicant. 
(1) When technical services are required, 
the applicant will arrange for obtain¬ 
ing these services from qualified techni¬ 
cians, tradesmen and recognized plan 
services. He will be responsible for fur¬ 
nishing the County Supervisor with 
sufficient information to describe fully 
the planned improvements and the man¬ 
ner in which they will be accomplished. 

(2) When items of construction or 
land development require plans and 
specifications, the applicant will provide 
the County Supervisor with one copy or 
the plans and specifications. Approval 
will be indicated on all sheets of the 
plans and at the end of the specifica¬ 
tions, and both instruments will be a 
part of the loan docket. After the loan 
is approved, the borrower will provide 
himself and the contractor with con¬ 
formed copies of the approved plans and 
specifications. After the work is c0 ®' 
pleted the approved copy may be re¬ 
turned to the borrower. Items not re¬ 
quiring plans and specifications may ue 
described in narrative form. 

(i) Section 300 of the “Guide for the 
Construction of Farm Buildings sho 
the drawings that should be deluded 
the plans for dwellings and other iann 
building construction. . . lAfl 

<ii) Plans for land leveling. irrigaUoa 
or drainage should include a map. 0 f . 1 f 
portion of the farm to be improved s 
ing the existing conditions with resp 
to soil, topography, elevations, dep 
topsoil, kind of subsoil, and natura 
drainage, together with the proi 
land development. ^ 

(iii) When land development consu; 
of, or includes, the conservation an 
of water for irrigation or domestic pur 
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poses, the information submitted to the 
County Supervisor will include a state¬ 
ment as to the source of the water 
supply, right to the use of the water, 
and the adequacy and quality of the 
supply. In States which do not have 
laws governing the use of water for do¬ 
mestic or irrigation purposes, the appli¬ 
cant will be required to furnish evidence 
to meet the requirements governing the 
use of water specified in Part 1821 of this 
chapter. 

(3) Whenever possible, the applicant 
will pay with personal funds any charges 
made for technical services in connec¬ 
tion with his proposed development. If 
this cannot be done, the cost of such 
services may be included in the loan. 

(b) Responsibility of the County Su¬ 
pervisor. (l) Visit each farm or site to 
be improved for the purpose of seeing 
the farm or site on which the develop¬ 
ment is proposed. In case of a Farm 
Ownership loan, the County Supervisor 
and the applicant will determine the 
items of development necessary to put 
the farm in a livable and operable condi¬ 
tion at the outset. 

(2) Discuss with the applicant the 
Farmers Home Administration's require¬ 
ments with respect to good construction 
and land development practices. 

(3) Advise the applicant regarding 
Plans, specifications, estimates, and 
other related material which the appli¬ 
cant must submit to the County Super¬ 
visor for review before the loan can be 
developed. He should outline to the ap¬ 
plicant the information that will be in¬ 
cluded in the plans, how the cost esti¬ 
mates should be prepared, the number of 
sets of plans, specifications, and cost 
estimates required, and the necessity for 
furnishing such information promptly. 
He should advise the applicant regarding 
the specification forms, FHA 424-2, 

Dwelling Specifications,” and FHA 
llvi* " Service Building Specifications,” 
which are available to the applicant 
though the Farmers Home Adminis¬ 
tration. 

^. dvlse applicant regarding 
puoiications, plans, engineering data, and 
ad vice and assistance 
available through local, State, and Fed- 
erai agencies, and private individuals 
aad organizations. 

appropriate, offer sugges- 
25L 1 t° *>° w Plans and specifications 
altered to improve the facility 
2“ serve the needs of the bor- 

e A: county Supervisor may as- 

thp borrower in making revisions to 
technwi 8, ^ Por revlsl ons that require 
Countv l determinations which the 
the ls not able to make, 

addiUoni C i a f nt i! 7i ! 1 be rec * ueste d to obtain 
aaitional technioai assistance. 

doiniz nfn VleW , the Proposed method of 
the work and determlne whether 

under ^ Performed satisfactorily 

( 7 ) ^Proposed method. 

the aDnUn a Ve * at an understanding with 
o S‘ c “ nt as to the date each item 

«WpieS nt W1U be startcd Rnd 

•“SneKSS? Z 0r % PHA 424 " 1 Jn ac ‘ 

after « * *"* *&» Forms Manual Insert 
reached h^, ete understanding has been 
** between the borrower and the 


County Supervisor regarding the im¬ 
provements to be made. After Form 
FHA 424-1 has been prepared and the 
County Supervisor is reasonably sure 
that the loan can be made, he will re¬ 
quest an appraisal of the farm or non¬ 
farm tract, if one is required. 

(9) Instruct the applicant not to in¬ 
cur any debts prior to loan closing for 
materials or labor or make any expendi¬ 
tures for such purpose with the expecta¬ 
tion of being reimbursed from loan funds. 

(c) Responsibility of the Area Super¬ 
visor or the employee who makes the 
appraisal. The employee who will make 
the appraisal will review Form FHA 424- 
1, plans, specifications, and the cost esti¬ 
mates to determine whether or not they 
are sufficiently complete to describe the 
work and are the types of improvements 
that appropriately can be financed with 
a Farmers Home Administration loan. 
He should determine that sufficient 
drawings are available, whether or not 
complete specifications and cost esti¬ 
mates are available, and whether or not 
they appear to be reasonably complete. 
He should also determine whether or not 
the plans, specifications, and cost esti¬ 
mates were prepared by competent and 
reliable persons. In the case of Farm 
Ownership loans, he should see that the 
planned farm development will place the 
farm in a livable and operable condition 
at the outset and that adequate facilities 
for the planned farming operation will 
be available. When appropriate, he will 
make suggestions for improving the 
plans and cost estimates. Generally, the 
applicant will be contacted by the em¬ 
ployee who will make the appraisal of 
the farm or nonfarm tract to review the 
proposed development. 

§ 1804.5 Salvage or of sur¬ 

plus structures, and use or sale of 
timber, sand, and stone. 

(a) In planning the development, the 
applicant and the County Supervisor, to 
the extent practicable, should use sal¬ 
vage from old buildings, and timber, 
sand, gravel, and stone from the property. 

(b) In cases where real estate is taken 
for security, the borrower may sell sur¬ 
plus buildings, timber, sand, gravel, or 
stone that is not to be used in perform¬ 
ing planned development and use the 
net proceeds in paying the costs of per¬ 
forming planned development work. 

(1) When it is agreed that the appli¬ 
cant will dispose of materials, such 
agreement will be recorded in the nar¬ 
rative of Form FHA 424-1, which as a 
minimum will identify the property to be 
sold, show the estimated net proceeds to 
be received, and indicate the approxi¬ 
mate date by which the property will 
be sold and also provide that the bor¬ 
rower will deposit the net proceeds in 
the supervised bank account and apply 
any excess net proceeds as an extra pay¬ 
ment on the loan. 

(2) The agreement will be considered 
by the Government as modifying the 
mortgage contract to the extent of au¬ 
thorizing and requiring the Government 
to release the identified property subject 
to the conditions stated in the agreement 
without payment or other consideration 
at the time of release, regardless of 


w r hether or not the mortgage specifically 
refers to Form FHA 424-1 or the agree¬ 
ment to release. (Sec. 331, 75 Stat. 312, 
7 U.S.C. 1981.) 

(3) In case the loan will be secured 
by a Junior lien, before the loan is ap¬ 
proved, any prior mortgagee must give 
written consent to the proposed sale and 
the use of the net proceeds. 

(4) Releases requested by the bor¬ 
rower or the buyer will be prepared in 
accordance with applicable release 
procedure. 

$ 1804.6 Performing development. 

All development work planned and 
agreed upon will be performed as ex¬ 
peditiously as possible after the closing 
of the loan. 

(a) Review prior to performing work . 
After loan closing and prior to beginning 
development work, the County Super¬ 
visor will review planned development 
with the borrower. Adequacy of the 
plans and specifications as well as the 
estimates will be checked to make sure 
the work can be completed within the 
time limits previously agreed upon and 
with available funds; also, check items 
and quantities of materials the borrower 
has agreed to furnish and dates by which 
each item of development should be 
started in order that the work may be 
completed on schedule. If any changes 
in the plans and specifications are pro¬ 
posed, they should be within the general 
scope of the work as originally planned. 
Changes must be approved and processed 
in accordance with paragraphs (b) (6) 
and (e) of this § 1804.6. The appropriate 
procedure for performing development 
should be explained to the borrower. 
Copies of Farmers Home Administration 
Forms that will be used during the period 
of construction should be given to the 
borrower. He should be advised as to 
the purpose of each form and at what 
period during construction the form will 
be used. 

(b) Development performed by con¬ 
tract method. The contract method 
means performance of the work in ac¬ 
cordance with an executed contract other 
than a lump-sum agreement made under 
the boiTOwer method in accordance with 
paragraph (c)(1) (i) of this § 1804 6. 
Form FHA 424-6, “Construction Con¬ 
tract/' will be used, except that for jobs 
involving the construction of wells, 
sprinkler irrigation systems, pumps, and 
similar items, other contract forms may 
be used, provided such forms customarily 
are used in the area and adequate pro¬ 
vision has been made for the protection 
of the borrower with respect to com¬ 
pliance with the plans and specifications, 
payments for work, inspections, accept¬ 
ance and completion of the work, and 
so forth. The United States (including 
Farmers Home Administration) will not 
become a party to a construction con¬ 
tract or incur any liability thereunder. 

(1) Surety bond . (i) Surety bond will 
be furnished in any case where, in the 
opinion of the County Supervisor, a 
surety bond appears advisable in order 
to protect the borrower against default 
of the contractor; or the borrower re¬ 
quests a surety bond; or the contract 
provides for partial payments in the 
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amount of 90 percent of the value of the 
work in place and the value of materials 
suitably stored at the site. 

(ii) Any surety bond required in con¬ 
nection with a contract will guarantee 
both performance and payment in a 
penalty amount equal to the amount of 
the contract. A surety bond will be ob¬ 
tained from a bonding company legally 
doing business in the State where the 
land is located. Such a bond properly 
executed will be furnished by the con¬ 
tractor prior to the signing of the con¬ 
tract by the borrower and will be filed 
in the borrower’s case folder. Form 
FHA 424—8, ‘Terformance and Payment 
Bond,” may be used at the option of the 
borrower. Any other form of perform¬ 
ance and payment bond must be accept¬ 
able to the County Supervisor. It must 
run in favor of the United States of 
America, acting through the Farmers 
Home Administration as trustee for the 
borrower, and must contain substantially 
all the terms and conditions set forth in 
Form FHA 424-8. The United States 
(including Farmers Home Administra¬ 
tion) will incur no liability under any 
performance and payment bond provided 
in connection with a construction 
contract. 

(2) Obtaining bids. The borrower will 
be advised to obtain bids on the develop¬ 
ment work to be performed by the con¬ 
tract method from as many qualified 
contractors, dealers, or tradesmen, as 
practicable, either by inviting bids or by 
direct negotiations. If competitive 
bidding is practicable. Form FHA 424-5, 
"Invitation for Bid (Construction Con¬ 
tract),” or other similar invitation bid 
form may be used. All contractors from 
whom bids are requested should be in¬ 
formed regarding time and place for 
opening bids, surety bond requirements, 
time or performance of the work, liqui¬ 
dated damages, and the method of pay¬ 
ment. When applicable, a copy of Form 
FHA 424-6 also should be provided for 
their information. 

(3) Selection of contractor and award - 
ing the contract. When bids on the 
faim development work have been ob¬ 
tained, the borrower, with the assistance 
of the County Supervisor, will consider 
the bids and the contractor’s qualifica¬ 
tions to perform the work. On the basis 
of these considerations, the borrower will 
select a contractor and award the 
contract. 

(4) Acceptance of the contract and 
method of payment. Contracts found 
to be acceptable will be approved by the 
County Supervisor and a copy signed by 
the borrower and the contractor will be 
retained by the Farmers Home Adminis¬ 
tration until the work is complete. 
When Form FHA 424-6 is used, the ap¬ 
propriate payment clause will be in¬ 
serted in the contract. When other 
contract forms are used, the payment 
clause customarily used by the contrac¬ 
tor may be used provided the method of 
payment conforms generally with one of 
the methods authorized by the Farmers 
Home Administration. 

(5) Estimating partial payments. 
When partial payments are to be made, 
the contractor will prepare and submit, 


for approval of the borrower and the 
County Supervisor, an estimate of the 
value of the work in place for each 
partial payment. When the contract 
provides for partial payments for ma¬ 
terials at the site, the contractor also 
may prepare and submit, for the ap¬ 
proval of the borrower and the County 
Supervisor, an estimate of the value of 
any materials suitably stored at the site. 
On major items of construction, the con¬ 
tractor, prior to receiving his first partial 
payment, may be required to submit a 
breakdown of the contract price into 
its major components, such as founda¬ 
tion, framing, roofing, siding, millwork, 
painting, plumbing, heating, electrical, 
and so forth. This breakdown is for use 
by the borrower and the County Super¬ 
visor in estimating the partial payments. 

(6) Effecting changes in the contract. 
Changes in the contract may be made 
only at the request of the borrower, upon 
approval of the County Supervisor, and 
upon acceptance by the contractor. 
Form FHA 424-7, "Contract Change 
Order," will be executed by all three 
parties before such changes are put into 
effect by the contractor. 

(7) Payments for contract work. 
Prior to making final payment on any 
contract where a surety bond is not used, 
the County Supervisor will have in his 
possession Form FHA 424-9, "Certificate 
of Contractor’s Release" (form letter 
from the contractor certifying full pay¬ 
ment of all materials and labor, and 
releasing the borrower from any claims), 
executed by the contractor, and Form 
FHA 424-10, "Release by Claimants," 
executed by all persons who furnished 
materials or labor in connection with the 
contract, unless a State Instruction has 
been issued which makes the use of Form 
FHA 424-10 unnecessary. The borrower 
should furnish the contractor with a 
copy of this form at the beginning of the 
work in order that the contractor may 
obtain these releases as the work pro¬ 
gresses. The State Director may permit 
exceptions which: 

(i) Will not require the use of Form 
FHA 424-10. if. under existing State 
statutes, the furnishing of labor and ma¬ 
terials gives no right to a lien against 
the property, or 

(ii) Will make the use of Form FHA 
424-10 optional in those cases where, be¬ 
cause of the nature of the work and the 
reputation of the contractor, the County 
Supervisor and the borrower have reason 
to believe that no claims or liens will be 
made against the borrower or the prop¬ 
erty. When Form FHA 424-10 is not 
used, the contractor will execute Form 
FHA 424-9 with the last paragraph 
deleted. 

(c) Development work performed by 
borrower method —(1) Ways of perform¬ 
ing the work. The borrower will use one 
or more of the following methods of per¬ 
forming work: 

(i) Purchase the material and equip¬ 
ment and do the work himself. 

(ii) Utilize lump-sum agreements for 
minor items or minor portions of items 
of development, the total cost of which 
does not exceed $2,000, such as labor, 
material, or labor and material for small 


service buildings, repair jobs, or land 
development; or for material and equip¬ 
ment which involve a single trade and 
will be installed by the seller, such as 
the purchase and installation of heating 
facilities, electric wiring, wells, paint¬ 
ing. liming, or sodding. Generally, such 
agreements will be in writing; however, 
if circumstances warrant, the County 
Supervisor may waive this requirement 
when the agreement involves a relatively 
small amount. 

(2) Acceptance and storage of mate¬ 
rial on site. The County Supervisor will 
advise the borrower that the acceptance 
of material as delivered to the site and 
the proper storage of the material will be 
his responsibility. The County Super¬ 
visor will advise the borrower regarding 
insurance of material. 


(3) Payment for work done by the 
borrower method —(i) Payments for la¬ 
bor. Before the County Supervisor 
countersigns checks for payment of 
labor, he will require the borrower to 
submit a completed Form FHA 424-11, 
"Statement of Labor Performed,” for 
each hired workman performing labor 
during the pay period. Ordinarily, 
checks drawn in payment for labor will 
be made payable to the workman in¬ 
volved. However, under justifiable cir¬ 
cumstances, when the borrower has made 
payment for labor with personal funds 
and has obtained signatures of the work¬ 
men on Form FHA 424-11 as having re¬ 
ceived payment, the County Supervisor 
may countersign a check made payable 
to the borrower reimbursing him for 
these expenditures. Under no circum¬ 
stances will the County Supervisor per¬ 
mit funds to be withdrawn from the 
supervised bank account to pay the bor¬ 
rower for his own labor or labor per¬ 
formed by any member of the borrower’s 
household. 

(ii) Payment for equipment or mate¬ 
rials. Before the County Supervisor 
countersigns checks in payment for 
equipment or materials, he ordinarily will 
have in his possession an invoice from 
the seller covering the equipment or 
materials to be purchased. In case an 
invoice from the seller is not available 
at the time the check is Issued, an item¬ 
ized statement of equipment or mate- 
rials to be purchased may be substituted 
for such an invoice until a paid invoice 
from the seller is furnished the County 
Supervisor, at which time the Itemized 
statement may be destroyed. When an 
invoice includes equipment or materials 
for more than one item of farm develop¬ 
ment, the appropriate part of the cost to 
be charged against each item °\/ a . r v 1 
development will be indicated on the in¬ 
voice by the borrower, with the assist- 
ance of the County Supervisor. When an 
invoice from the seller is available at tn 
time the check is drawn, there wm w 
indicated on the check the invoice num¬ 
ber as well as the purpose of the i expend - 
ture. If the invoice is unnumbered tne 
invoice date will be Inserted on the ch e 
The appropriate number and date 011 , 
check will be inserted on all invoices i 
itemized statements. Ordinarily. chec 
drawn in payment for equipment or m - 
terials will be made payable to the seuei. 
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Under justifiable circumstances, when 
the borrower has made payment for 
equipment or materials with personal 
funds and furnishes a paid invoice from 
the seller, the County Supervisor may 
countersign a check made payable to the 
borrower to reimburse him for these 


expenses. 

(iii) Payments made under lump-sum 
agreements. Payments under lump-sum 
agreements will be made only when all 
items of equipment and materials have 
been furnished, labor has been performed 
as agreed upon, and the work has been 
accepted by the borrower and the 
Farmers Home Administration. 

(iv) Additional requirements applica¬ 
ble to payments made under borrower 
method, (a) The check number and 
date of payment will be indicated on each 
paid Form FHA 424-11, invoice, itemized 
statement for materials, and written 
lump-sum agreement. 

(b) Each paid Form FHA 424-11, in¬ 
voice, itemized statement for material, 
and written lump-sum agreement will be 
given to the borrower after the bill has 
been paid or they may be filed in the 
borrower’s case folder until all items of 
farm development have been completed, 
at which time they will be returned to the 
borrower. 

(c) Whenever the County Supervisor 
or the borrower has reason to believe 
that there may be any possibility of 
claims or liens attaching against the 
property, the borrower will be required to 
obtain the signatures of appropriate 
claimants on Form FHA 424-10. 

<d) Inspection of development work . 
The following policies will govern the in¬ 
spection of all development work: 

(1) Responsibility for inspection. Pe¬ 
riodic and final inspections of all devel¬ 
opment work will be made by the County 
Supervisor and Assistant County Super¬ 
visor. On jobs involving more difficult 
technical problems, the County Super- 
re( * uest the assistance from 
tne state Office. Qualified technicians 
irom the Extension Service or the Soil 
umservation Service may be requested 
on such ^° bs - 

rv, 2 * re9Uencj ' inspections. The 
Su P ervi sor or Assistant County 
supervisor will inspect development work 
"•"■equently 8,5 necessary to assure that 
fft^, trU ^l on and knd development con- 
tiie plans and specifications, 
eariwf a 0x10,1 inspection at the 
th* after completion of 

ma development. When several 

final ^ m ? are involved he will make 
^Pection upon completion of each 

® ajor new buildings and 

lnswcfi^ d U , 0ns to existin « buildings, 
jjjspections should be made at the fol- 

such otw^ 8 of const ruction and at 
terminoH e L?^? es of construction as de- 
^ Coun ty Supervisor, 
cavatiomff? X * When foundation ex- 
or trenoh aie complet e and footing forms 
Crete ^ ai ; e rea dy for pouring con- 
f oughed^i n SUbSUrXace installations are 

When building is en- 
m iw ctural meT nPers still exposed, 
nen applicable, roughing-in for 


heating, plumbing, and electrical work 
is in place and visible. 

(c) Stage 3. When the structure has 
been completed. 

(ii) When irrigation equipment and 
materials are to be purchased and in¬ 
stalled, a performance test under actual 
operating conditions by the person or 
firm making the installation should be 
required before final acceptance is made. 
The test should be conducted in the pres¬ 
ence of the borrower, a qualified tech¬ 
nician, and, when practicable, the 
County Supervisor. If the County Super¬ 
visor is not present at the performance 
test, he should request the technician to 
furnish him a report as to whether or 
not the installation meets the require¬ 
ments of the plans and specifications. 

(iii) For irrigation and drainage con¬ 
struction where part or all of the work 
will be buried or backfilled, interim in¬ 
spections should be made at such stages 
of construction that compliance with 
plans and specifications can be deter¬ 
mined. 

(3) Recording inspections and cor¬ 
rection of deficiencies. All periodic and 
final inspections will be recorded on 
Form FHA 424-12, “Inspection Report/' 
It will be the responsibility of the 
County Supervisor to follow-up on the 
correction of deficiencies reported on 
Form FHA 424-12. If the borrower or 
the contractor refuses to correct the 
deficiencies, the County Supervisor will 
report the facts to the State Director 
who will determine the action to be 
taken. No inspection will be recorded 
as a final inspection until all deficiencies 
have been corrected. 

(e) Making changes in development 
plan. Changes in the development 
planned on Form FHA 424-1 may be 
made at the request of the borrower in 
accordance with this paragraph. 

(1) Authority of the County Super¬ 
visor. The County Supervisor is au¬ 
thorized to approve changes in Form 
FHA 424-1 provided: 

(1) The change is for the purpose for 
which loan funds for the type of loan 
involved can be used. 

(ii) Sufficient funds are deposited in 
the borrower’s supervised bank account 
to cover the contemplated changes when 
the change involves additional funds to 
be furnished by the borrower. 

(iii) The change will not adversely 
affect the soundness of the operation or 
the Government’s security. If the 
County Supervisor is uncertain as to the 
probable effect the change would have 
on the soundness of the operation or the 
Government's security, he should obtain 
the advice of the State Director prior to 
approving the change. 

(2) Limitation of County Supervisor's 
authority. In justified cases the State 
Director may limit the authority of 
County Supervisors for approving cer¬ 
tain kinds of changes In the use of loan 
funds. 

(3) Recording changes on Form FHA 
424-1. Changes in the development 
plan, except extensions of time, will be 
recorded in the narrative of Form FHA 
424-1. However, when Form FHA 424-7 
is used it will not be necessary to record 


the changes in the narrative. Changes 
made in the narrative will be initialed 
by the borrower and the County Super¬ 
visor. 

(i) Any changes which involve an in¬ 
crease or decrease in the cash cost, 
transfer of funds between items, or the 
addition or deletion of items of develop¬ 
ment will be summarized on the front of 
Form FHA 424-1, by striking through 
the original figures or items and writing 
in the changes. 

(ii) Extensions of time will be shown 
only on the front of Form FHA 424-1 by 
striking out the existing date and writ¬ 
ing in the new date. 


PART 1805—VOLUNTARY DEBT 
ADJUSTMENT 

Sec. 

1805.1 General. 

1805.2 Methods. 

1805.3 Processing applications for voluntary 

debt adjustment. 

Authority: The provisions of this Part 1805 
Issued under sec. 4, 64 Stat. 100, secs. 337, 339. 
75 Stat. 316, 318; 40 US.O. 442; 7 US.C. 1987. 
1989; Order of Sec. of Agr., 19 FJEl. 74, 22 P R. 
8188, 26 F.R. 7888. 8403. 

§ 1805.1 General. 

(a) When the adjustment of debts 
appears necessary to establish a sound 
financial position and to carry on a 
sound farming operation, voluntary debt 
adjustment assistance will be provided 
in accordance with the provisions of 
this part to a farmer or rancher upon 
request to the County Supervisor, includ¬ 
ing applicants for loans from the Farm¬ 
ers Home Administration. However, 
assistance will not be given to any farm¬ 
er or rancher in avoiding the payment 
of an obligation within his reasonable 
ability to pay. It is expected that ad¬ 
justments will be made on the basis that 
each debtor will meet his obligations to 
the full extent of his ability to pay con¬ 
sidering his assets, income, and the de¬ 
mands on his income. 

(b) Debts owed to the Farmers Home 
Administration will not be adjusted pur¬ 
suant to this part but will be considered 
for settlement in accordance with Parts 
1864 and 1872 of this chapter. 

§ 1805.2 Methods. 

After a determination is made that a 
debtor’s financial situation and debt pay¬ 
ing ability is such that adjustment of his 
debts is necessary, attempts to assist 
the debtor in adjusting his debts will be 
made along the following lines as the 
situation demands: 

(a) Rearrangement of payment terms. 
If the debt is not in excess of the debtor’s 
ability to pay over a reasonable period 
of time, an effort will be made to get the 
creditor (s) to extend the time for re¬ 
payment so as to enable the debtor to 
retire the debt in an orderly manner. 
This may require such changes as re- 
amortization, rearrangement of payment 
dates, or suspension of payments during 
periods of low income. It may be desir¬ 
able in some situations for a debtor to 
refinance his present indebtedness with 
other creditors in order to effect terms 
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that can be met or to consolidate his 
debts. 

(b) Reduction of debts. If, all debts 
considered, the debtor cannot be ex¬ 
pected to pay his creditor (s) in a reason¬ 
able period of time, an amount which can 
be repaid will be determined by the 
County Supervisor and the applicant 
and, as needed, with the advise of the 
County Committee. An effort will then 
be made to get the creditor (s) to reduce 
the indebtedness in line with this de¬ 
termination, taking into consideration 
the priority of liens involved, the security 
for the debts, and other pertinent factors. 

(c) Other methods. It may be neces¬ 
sary in some cases to reduce interest 
rates, to transfer to a creditor some prop¬ 
erty not needed in the farm business in 
exchange for a full or partial release 
from an obligation, or to work out vari¬ 
ous other arrangements with creditors. 
The most equitable method for all parties 
of interest should be chosen so long as it 
brings the total indebtedness within the 
debtor’s ability to pay in an orderly 
manner. 

(d) Combination of methods . The 
more complex cases may require a variety 
of methods or combinations of methods 
in accomplishing an adjustment which 
will be reasonable and equitable to all 
parties of interest. 

§ 1805.3 Processing applications for vol¬ 
untary debt adjustment. 

(a) Applications for voluntary debt 
adjustment will be made on Form FHA 
410-1, “Application for FHA Services.” 
The applicant will be required to give 
complete information concerning his as¬ 
sets, debts, farming or ranching opera¬ 
tions, and any other information which 
has a bearing on his debt paying ability. 
This will be accomplished by the use of 
Form FHA 431-2, “Farm and Home 
Plan,” plus any other documents and 
supplemental information as needed in 
the individual case. 

(b) If the information developed as 
outlined in paragraph (a) of this sec¬ 
tion shows a need for an adjustment of 
debts, and a proposed method and 
amount of adjustment is determined, 
the information will be made known to 
the creditors involved who will be in¬ 
vited to make proposals for the adjust¬ 
ment of the debts they hold. This pre¬ 
liminary contact with creditors may be 
made by the debtor or the County Super¬ 
visor, depending on the circumstances 
in the case. If the proposals made in 
response to this contact are adequate for 
a reasonable and equitable adjustment, 
the proposals will be formalized into 
written agreements in accordance with 
paragraph (d) of this section. If the 
original proposals are not acceptable, 
additional negotiations with the individ¬ 
ual creditors may be advisable. 

(c) When a satisfactory adjustment 
cannot be reached in accordance with 
paragraph (b) of this section, it usually 
will be advisable to invite part or all of 
such creditors to attend a meeting with 
the debtor, the County Supervisor, and 
if determined advisable, the County 
Committee for the purpose of discussing 
the debtor’s situation and attempting to 


arrive at appropriate adjustments. Any 
satisfactory arrangements reached at 
this meeting will be formalized into writ¬ 
ten agreements in accordance with 
paragraph (d) of this section. 

(d) Each satisfactory agreement 
reached for the adjustment of a debt 
will be documented on Form FHA 440- 
11, “Debt Adjustment Agreement,” and 
executed by the creditor and the debtor. 
Revisions will be made in Form FHA 
440-11 when necessary to reflect the 
agreement reached between the creditor 
and the debtor. Any such revision will 
be initialed by both parties. Form FHA 
440-11 will be prepared and executed in 
an original and two copies. The original 
will be delivered to the debtor, one copy 
will be delivered to the creditor, and the 
other copy will be filed in the County 
Office files. 


PART 1806 —REAL PROPERTY 
INSURANCE 

Sec. 

1806.1 General. 

1806.2 Companies and policies. 

1806.3 Coverage requirements. 

1806.4 Examining and servicing of insur¬ 

ance. 

1806.5 Losses. 

1806.6 Property insurance with Stock Com¬ 

pany Association. 

Authority : The provisions of this Part 1806 
Issued under sec. 41, 50 Stat. 528. as amended, 
sec. 510, 63 Stat. 437, sec. 10, 68 Stat. 735; 
7 U.S.C. 1015, 42 U.S.C. 1480. 16 U.S.C. 590X-3. 
Interpret or apply secs. 3, 43, 50 Stat. 523, as 
amended. 530, as amended, sec. 12. 60 Stat. 
1076. as amended, sec. 502, 63 Stat. 433, secs. 
9. 10, 68 Stat. 735; 7 U8.C. 1003, 1017. 1005b, 
42 UJ5.C. 1472, 16 U.S.C. 590X-2, 590X-3. 

§ 1806.1 General. 

(a) Authority . This part applies to 
property insurance on buildings on 
farms securing the interest of the 
United States of America in connec¬ 
tion with Farm Ownership, Farm 
Housing, Other Real Estate, and Soil 
and Water Conservation loans secured 
by real estate mortgages. 

(b) Borrower to furnish insurance. 
The real estate mortgage executed by 
the borrower provides that he will fur¬ 
nish and continually maintain and pay 
for insurance on buildings situated or 
constructed on the farm, in companies, 
in amounts, and on terms and conditions 
satisfactory to the Farmers Home Ad¬ 
ministration for the term of the loan. 

(c) Borrower's selection of company. 
The borrower will be given free choice 
in selecting the insurance company from 
which he desires to obtain his insurance, 
provided that the insurance issued by 
such company complies in all respects 
with all of the requirements set forth in 
this part. 

(d) Failure of borrower to provide in¬ 
surance. Upon failure of the borrower 
to furnish and pay for insurance in ac¬ 
cordance with the requirements of this 
part, the Farmers Home Administration 
will secure the necessary insurance and 
charge the cost to the borrower’s ac¬ 
count. 

(e) Responsibility . The County Super¬ 
visor is responsible for taking all actions 
in connection with insurance as may be 


necessary to protect the security interest 
of the Farmers Home Administration. 


§ 1806.2 Companies and polities. 


Property insurance policies or other 
evidence of insurance will be accepted 
from borrowers when the requirements 
outlined herein are complied with fully. 

(a) Companies . The companies must 
be licensed to do business in the par¬ 
ticular State or territory, or specifically 
authorized by State law to transact busi¬ 
ness within the State or territory where 
the property is located. 

(b) Standard policies. The policies 
must be the standard fire insurance pol¬ 
icy and be so identified. The standard 
policy is the one containing “Standard 
Provisions” adopted or recommended by 
legislative action or by order of the 
supervising insurance authorities of the 
State or territory in which the security 
is located. The original policy must be 
submitted to the County Supervisor by 
the borrower, except that a certificate of 
insurance, a copy of the policy, or other 
evidence of insurance is acceptable for 
loans which are secured by other than 
a first lien if the mortagage clause in¬ 
cludes the name(s) of prior mort¬ 
gagee (s). 

(1) Binders. Whenever there is a 
justifiable reason for not issuing a policy 
or endorsement, as required, a written 
binder will be acceptable for a period not 
to exceed 30 days from the effective date 
of the insurance. The written binder 
must have attached the approved form 
of mortgage clause. Such a binder will 
be submitted to the County Supervisor 
in lieu of an insurance policy or en¬ 
dorsement and the insurance policy or 
endorsement will be submitted on or 
before the expiration date of the binder. 

(c) Loss or damage covered. Proper¬ 
ties must be insured against loss or dam¬ 
age by fire, lightning, windstorm, hail, 
explosion, riot, civil commotion, aircraft, 
vehicles, and smoke. 

(d) Effective date of insurance. If 
there are insurable buildings located on 
the farm, the borrower will arrange with 
his agent or company to have -ldequate 
insurance in force at the time of loan 
closing so that the policy will properly 
insure the borrower and the mortga¬ 
gee (s) . When new buildings are erected 
or major improvements are made to 
existing buildings, such insurance will he 
made effective as of the date materials 
are delivered to the property. Th e 
County Supervisor will make no pay* 
ments from loan funds for labor or ma¬ 
terials until the borrower has 
adequate insurance to protect the inter¬ 
est of the Farmers Home Admii^traUo 
in the property including the buildinb 
being erected or improved. 

(e) Term. The borrower will he re¬ 
quired to furnish insurance for a te 


not less than one year. . 

Cf) Mortgage clause. The standara 
>rtgage clause (without contribut 
ist be attached to or printed in tne 
licy or Form FHA 426-2, 
ranee Mortgage Clause (Without 
button).” must be attached to tn 
licy. If the use of a mortgage cl® » 
ler than the standard mortgage c 
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(without contribution) has been made 
mandatory by the laws or insurance reg¬ 
ulations of any state, such form will be 
acceptable to the Farmers Home Admin¬ 
istration upon prior approval by the 
National Office. Whenever a new mort¬ 
gage clause including the interest of the 
Farmers Home Administration is issued 
after the policy has been in force, the 
new mortgage clause must be signed by 
an authorized agent or officer of the 
company that issued the policy. 

(1) The United States of America 
(Farmers Home Administration) and all 
other mortgagees whose interests are in¬ 
sured by the policy will be shown in the 
mortgage clause in the order of priority 
of their mortgages. 

(2) The name "United States of 
America (Farmers Home Administra¬ 
tion)*’ will be named payee in the mort¬ 
gage clause for direct and insured loan 
mortgages naming the Farmers Home 
Administration as mortgagee, whether 
in Its own right or as trustee under a 
2(f) agreement pursuant to the Rural 
Rehabilitation Corporation Trust Liqui¬ 
dation Act (40 U.S.C. 440). 

(3) The name "United States of 
America (Farmers Home Administra¬ 
tion) as First Mortgagee or as Statutory 
Agent and Insurer of Such Mortgagee." 
will be named payee in the mortgage 
clause for insured Farm Ownership 
mortgages naming the lender as mort¬ 
gagee, whether the mortgage Is held by 
the original or a subsequent lender or 
by the insurance fund or by the Farmers 
Home Administration under a trust as¬ 
signment or declaration of trust. 

(4) In case of real estate mortgages 
securing more than one type of Farmers 
Home Administration loan to the same 
borrower, the United States of America 
(Farmers Home Administration) will be 
named in the mortgage clause appro¬ 
priately for each type of loan. 
n\ g ^ vidence °f Premium payment. 
HI ^ en Form FHA-878 is attached to 
me policy, no evidence of premium or 
assessment payment is required. 

^ hen a mortgage clause other 
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ment POl / Cy 15 WIitten an assess- 
annnai* 111 * 11 ^ lnsuraD ce company on an 
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been annual assessment has 

not be rIL ^ en Porm FHA-878 can- 
bhum 8tat8 » evidence of pre- 
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thfTobTbmfv b J the i National omce of 

not be r*r! U t ty i hat the Government will 
miums equired to pay defaulted pre- 

havini? P0ZiCy restr ^tiom Any insurance 
amourn r f trlctlons which limit the 
of collectible insurance to less 


than Farmers Home Administration re¬ 
quirements. must have such restrictions 
eliminated or modified to afford the re¬ 
quired protection; otherwise, the policy 
will not be accepted. Policies will not be 
accepted if. under the terms of the poli¬ 
cies or local laws, contributions or as¬ 
sessments may be made against the 
Farmers Home Administration, nor 
when, by the terms of the policy or other 
conditions, loss payments are contingent 
upon action by the Board of Directors, 
the policyholders, or the members. 

§ 1806.3 Coverage requirement*. 

The County Supervisor should en¬ 
courage the borrower for his own pro¬ 
tection to insure for their depreciated 
replacement value (actual cash value) 
all buildings which are essential to the 
operation of the farm or the repayment 
of the loans. The minimum insurance to 
be furnished on insurable buildings lo¬ 
cated on land taken as security for the 
loan, which insurance will be distributed 
among the most essential buildings, is 
prescribed below: 

(a) Loans secured by a first lien. (1) 
When the unpaid balance of the loan is 
equal to or greater than the depre¬ 
ciated replacement value of the buildings 
that are essential to the operation of the 
farm and any other buildings that have 
significant security value, all such build¬ 
ings will be Insured for their depreciated 
replacement value or thr cost of essential 
buildings adequate for the farm which 
can be built for amounts less than the 
depreciated replacement values of the ex¬ 
isting buildings. Insurance will not be 
required on buildings that are not essen¬ 
tial for the operation of the farm and do 
not have significant security value, or 
are in such a state of disrepair that the 
cost of insurance would be prohibitive. 

(2) When the unpaid balance of the 
loan is less than the depreciated replace¬ 
ment value of the buildings that are es¬ 
sential for the operation of the farm and 
any other buildings that have significant 
security value, the total amount of In¬ 
surance must be at least equal to the 
unpaid balance of the loan, or the cost 
of essential buildings adequate for the 
farm which can be built for amounts less 
than the depreciated replacement values 
of the existing buildings. 

(3) When, by use of loan funds or 
otherwise, buildings are erected or sub¬ 
stantial improvements are made to es¬ 
sential buildings, or to other buildings 
which have a substantial security value, 
insurance will be provided in accordance 
with subparagraphs (1) or (2) of this 
paragraph, whichever is applicable. 

<b) Loans secured by other than first 
liens. The amount of Insurance on 
buildings in the case of Farmers Home 
Administration loans secured by other 
than a first lien shall be the same as re¬ 
quired in paragraph (a) of this section 
with the understanding that the unpaid 
balance of the loan shall be deemed for 
this purpose to be the amount of the 
total real estate mortgage indebtedness 
owed all prior mortgagees named in the 
mortgage clause, and the Farmers Home 
Administration’s debt secured by the real 
estate mortgage. 


(c) Exception of buildings from in¬ 
surance. Upon written request of the 
borrower, the County Supervisor may ap¬ 
prove the following exceptions: 

(1) Insurance need not be carried on 
any buildings if the hazards are so slight 
because of the character and construc¬ 
tion of the building, or the cost of the 
insurance so high in comparison with 
the value of the building that, according 
to common standards of judgment. It 
should not be insured, including but not 
limited to windmills, wind pumps and 
their towers, silos, fire-cured tobacco 
barns, potato or root cellars, and stone 
smokehouses. 

(2) In cases where the unpaid bal¬ 
ance of the Farmers Home Administra¬ 
tion loans and any prior liens have been 
reduced to $1,000, or less, all property 
insurance may be dispensed with pro¬ 
vided the County Supervisor determines 
that the value of the farmland itself 
is sufficient to protect the Farmers Home 
Administration in its collection of the 
amount of the outstanding indebtedness. 

§ 1 C06.4 Examining an«l servicing of in¬ 
surance, 

(a) Examination by County Office of 
policies , evidence of insurance , endorse¬ 
ments, and binders. Upon receipt in 
the County Office of a policy, evidence 
of insurance, endorsement, or binder 
submitted by a borrower, it will be 
examined promptly by the County Su¬ 
pervisor for compliance with the re¬ 
quirements of this part. If the insur¬ 
ance is found to be acceptable, It will 
be placed in the borrower’s case folder. 

(1) Unacceptable policies, (i) When 
the borrower furnishes any policy or evi¬ 
dence of insurance which does not meet 
the requirements of this part, such policy 
or evidence of insurance will be returned 
to the borrower with the reasons why 
It is not acceptable. 

(ii) If the borrower does not furnish 
acceptable insurance within 15 days from 
the date the unacceptable insurance was 
returned, the County Supervisor will sub¬ 
mit a completed Form SCA-1, "Insurance 
Order," to the Stock Company Associa¬ 
tion. 

(2) Release of mortgage interest. 
Where the borrower’s loan has been paid 
in full and the satisfaction or release of 
the mortgage has been executed, the 
County Supervisor will execute the fol¬ 
lowing Release of Mortgage Interest on 
the mortgage clause attached to the pol¬ 
icy, or evidence of insurance, and trans¬ 
mit it with the paid-in-full note and 
satisfaction: 

It la understood and agreed that the Inter¬ 
est of the United States of America In the 
property insured hereunder ceased as of 
(date of final payment), and that the Gov¬ 
ernment shall have no Interest In any loss 
or damage to such property occurring there¬ 
after. 

(3) Lost or misplaced policies. When 
an unexpired insurance policy or evi¬ 
dence of insurance is lost or misplaced, 
it will be necessary to obtain a replacing 
policy or evidence of insurance. The 
County Supervisor is authorized to sign 
a Lost Policy Receipt on behalf of the 
Farmers Home Administration. 
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(4) Disposition of expired policies. All 
expired policies or evidences of insurance 
held by the Farmers Home Administra¬ 
tion for borrowers will be returned to 
borrowers one year following expiration, 
except that such policies or evidences of 
insurance will be delivered to the bor¬ 
rower, upon request, within one year 
after expiration. 

(b) Special servicing of insurance — 

(1) Vacancy or unoccupancy. If the 
County Supervisor has knowledge that 
a farm is vacant or unoccupied, or that 
the occupancy has changed from owner 
to tenant, he will examine the policy to 
determine whether the policy permits 
such conditions. Unless the insurance 
permits such condition, the County Su¬ 
pervisor will immediately notify, in writ¬ 
ing, the company or agent. In any case 
where there is an additional premium 
due because of vacancy, unoccupancy, 
or tenant occupancy, and upon demand 
to the Farmers Home Administration 
from the company or agent because the 
borrower cannot, or will not, pay the 
additional premium, it may be paid by 
Standard Form 1034, “Public Voucher 
for Purchases and Services other than 
Personal/’ to the company or agent. 

(2) Transfer of farm. If the County 
Supervisor has knowledge that a bor¬ 
rower’s farm is being transferred dur¬ 
ing the term of the insurance, the 
County Supervisor must be supplied im¬ 
mediately with an endorsement signed 
by the company or agent, changing the 
name of the assured to that of the 
transferee; or the transferee must ob¬ 
tain other insurance acceptable to the 
Farmers Home Administration. If other 
insurance is obtained, the old policy or 
record of insurance will be returned to 
the transferor, unless there is an un¬ 
settled loss. If there is an unsettled loss, 
the policy or evidence of insurance vrill 
not be returned until the claim has been 
settled satisfactorily. Acceptance of the 
new policy or endorsement from an in¬ 
eligible person will not constitute consent 
by the Government to the transfer. 

(3) Voluntary conveyance of farm to 
Government and foreclosure. After a 
foreclosure sale has been held or after a 
deed of conveyance to the Government in 
lieu of foreclosure has been filed for 
record, the County Supervisor will return 
the insurance policy to the borrower 
for cancellation; however, if there is 
an unsettled loss with respect to the 
property, the policy will not be returned 
until such loss has been settled. When 
the borrower receives the policy, he may 
cancel the insurance and obtain the un¬ 
earned premium check from the insur¬ 
ance company. 

§ 1806.5 Loshc*. 

(a) General. In case of loss covered 
by insurance, the County Supervisor is 
authorized to take such steps as are 
necessary to protect the interest of the 
Farmers Home Administration in the 
property against further damage and to 
collect the amount of the loss. When 
serious problems arise with respect to 
protecting the property from further 
damage, or an amicable settlement can¬ 
not be reached, or when legal action 
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appears to be necessary, the matter will 
be referred to the State Director. The 
State Director is authorized to execute 
Proofs of Loss, and other forms as may 
be required in connection with Proofs of 
Loss, for the Farmers Home Administra¬ 
tion when borrowers will not, or cannot, 
execute such forms. 

(1) Reporting loss. It is the respon¬ 
sibility of the borrower, under his policy, 
to notify immediately the company or 
agent of any loss or damage to insured 
property. The borrower also should 
notify the County Supervisor. When 
requested, the County Supervisor will 
inform the borrower of all insurance in 
force covering the risk according to 
Farmers Home Administration records. 
If the borrower will not, or cannot, report 
the loss to the insurance company, the 
County Supervisor will notify the com¬ 
pany or agent. 

(2) Protective repairs. The borrower 
must Immediately take the required steps 
to protect his property temporarily from 
further damage from any causes after a 
loss, regardless of the estimated amount 
of such loss. It will be the responsibility 
of the County Supervisor to determine 
whether the emergency protection is be¬ 
ing made. In unusual cases when the 
borrower cannot, or will not, arrange 
adequate protection for the property, the 
County Supervisor will arrange for the 
emergency protection. Such costs will 
be paid from the Insurance loss funds 
when received from the company. 

(3) Completing cdjustment. The bor¬ 
rower must complete the adjustment of 
loss with the company or its authorized 
representatives. The County Supervisor, 
upon request of the borrower, may con¬ 
sult with the borrower regarding the loss 
adjustment, but will not enter into ne¬ 
gotiations with insurance adjusters or 
company representatives relative to the 
adjustment or settlement of losses on 
borrower property, or make any commit¬ 
ments, or sign any forms in connection 
with the adjustment of the loss. Under 
no circumstances will the Farmers Home 
Administration waive any rights which 
it may have against the company. 

(4) Reinstatement after loss. In 
cases w r here insurance in the amount of 
the loss is not reinstated automatically 
by the provisions of the policy, it will be 
the responsibility of the County Super¬ 
visor to have the borrower reinstate as 
much of the insurance as may be neces¬ 
sary to fulfill the requirements of the 
Farmers Home Administration. 

(b) Loss drafts—when loan is secured 
by a first mortgage. (1) A loss draft 
which in the opinion of the County Su¬ 
pervisor represents a satisfactory adjust¬ 
ment of the loss will be endorsed 
immediately without recourse and de¬ 
posited in the borrower's supervised bank 
account, except: 

(i) When the amount of the loss is 
$500 or less and the borrower will use 
the funds for repairing or replacing the 
building, the loss draft may be endorsed 
without recourse and given to the bor¬ 
rower upon satisfactory proof that the 
repairs or replacements have been made, 
or upon satisfactory assurance that the 
work will be performed. 


(ii) Where the buildings are not to 
be repaired or replaced, and other suit¬ 
able buildings are not to be erected, the 
insurance funds will be applied as an 
extra payment to the borrower’s real 
estate loan account unless authorized by 
the National Office for other disposition 
in accordance with the general principles 
applicable to the use of proceeds from 
the sale of a part of the security under 
Part 1872 of this chapter. 

(iii) Where the records show that the 
real estate indebtedness has been paid 
in full, the loss draft will not be en¬ 
dorsed but will be returned to the com¬ 
pany or agent, accompanied by a state¬ 
ment that the borrower’s real estate 
indebtedness has been satisfied. 

(c) Loss drafts—when loan is secured 
by other than first mortgage. (1) When 
the loss draft does not include the in¬ 
terest of a prior mortgagee, it will be 
processed as provided in paragraph (b) 
of this section. 

(2) When the loss draft Includes the 
Interest of a prior mortgagee, the County 
Supervisor is authorized to endorse and 
process the draft as follows: 

(i) When the prior mortgagee will per¬ 
mit the use of such loss funds to repair 
or restore the damaged building, the 
draft may be endorsed without recourse 
upon satisfactory proof that the repairs 
or replacements have been made or 
upon satisfactory assurance that the 
work will be performed. 

(ii) When the amount of the draft 
does not exceed the amount of the in¬ 
debtedness then secured by the prior 
mortgage as stated in writing by the 
holder of the prior mortgage, and the 
holder of the prior mortgage has agreed 
in a written statement to the County 
Supervisor that he will apply such funds 
as a payment on the borrower’s prior 
mortgage indebtedness, the draft may 
be endorsed without recourse. 

(iii) When the amount of the draft 

exceeds the amount of the indebtedness 
then secured by the prior mortgage, as 
stated in writing by the holder, and he 
has agreed in writing to pay such in¬ 
debtedness from the loss funds, the draft 
will be endorsed without recourse omy 
after all parties named as payees in the 
draft have signed an agreement to de¬ 
liver the draft “in escrow’’ to a bank 
acceptable to the named parties. The 
agreement will specify the manner in 
which the funds will be disbursed by the 
bank, as escrow agent, to the several 
mortgagees named in the draft. Afw 
the loss funds have been collected oy 
the bank, it will issue cashier’s checks 
in the manner prescribed in the escrow 
agreement. . . 

(iv) Drafts which have been endorsed 
by other payees will be endorsed 
diately without recourse. Such arau® 
or other loss funds will be processed in 
accordance with the methods described 
in paragraph (b) of this section. 

(d) Repairs and replacements. 

any loss payments have been deposited in 
the borrower’s supervised bank ac ®f UI ": 
all repairs or replacements done by or 
under the direction of the borrower, o. 
by contract, will be planned, performed, 
inspected, and paid for in the same man- 
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ner as Improvements financed with loan 
funds. Any balance remaining from 
such loss proceeds after all repairs and 
replacements, and other authorized dis¬ 
bursements, have been made will be 
applied as an extra payment on the bor¬ 
rower's real estate loan account unless 
authorized by the National Office for 
other disposition in accordance with the 
general principles applicable to the use 
of proceeds from the sale of a part of the 
security under Part 1872 of this chapter. 

§ 1806.6 Properly insurance niih Slock 
Company Association. 


(a) Insurance ordered by the Farmers 
Home Administration. Upon failure to 
the borrower to provide and maintain 
Insurance acceptable to the Farmers 
Home Administration, the County 
Supervisor immediately will request in¬ 
surance from the Stock Company Asso¬ 
ciation for the protection of the security 
interest of the Farmers Home Adminis¬ 
tration In the property. The request 
will be made on Form SCA-1, furnished 
by the Stock Company Association. 

(1) After completing Form SCA-1 in 
accordance with the requirements set 
forth in § 1806.3. the original and one 
copy will be sent to the Stock Company 
Association, 1422 K Street. N. W., Wash¬ 
ington 5, D. C., unless otherwise directed. 

(2) Insurance ordered from the Stock 
Company Association will be for the pro¬ 
tection of the borrower (s) and the Farm¬ 
ers Home Administration, and will not 
include the name of any other mortgagee 
who might have a prior or subsequent 
lien on the property. The County Su¬ 
pervisor will not collect the premium 
from the borrower or issue a Standard 
Form 1034. In all cases w^here the in¬ 
surance is ordered by the Farmers Home 
Administration from the Stock Company 
Association, the premium will be paid by 
the Finance Office and charged to the 
Borrower's account for the loan secured 
oy the real estate mortgage. 

<b) Losses—Stock Company Associa- 
J*? 7 loss or damage to property 
the Stock Company Associa- 

«lan?!? be sub ^ ect to the provisions of 
S 1806.5 except as follows: 

<1) it will be the responsibility of the 
^notify the County Supervisor 
promptiy of any loss or damage to prop- 
S0r ?_!? sure d the Stock Company As- 
notifwV 1 “ unedia tely following such 
orpnir tl0 « toe Count y Supervisor will 
Th, P nH„f F ? nn PAR 2 - "Notice of Loss" 
JM** and on e copy should be sent 
adfh-f St0 1 p k Company Association at the 

tote S^ffn ” WD , iD Paragra P h (tt) (1 > 

is secUon unless otherwise directed. 

Stock rj? e loss draft - when issued by the 
to hT. V? mpany Association, will be sent 
Ucuiar?° Unty ? fflce servicing the par- 
win n *° an and the County Supervisor 
vrithj i8065 SUChl0SSdraft 1,1 acc °rdance 

borTo be the re sponsibility of the 
with r 10 make hls own adjustment 
Dan . representa tlve of the Stock Com- 
^ Association. and the amount of loss 

tower X?** ShaU be pald to toe bor - 
terest^ 1 016 a ° vern ment as their In¬ 
vest may appear. 


PART 1807—TITLE CLEARANCE AND 
LOAN CLOSING 

Sec. 

1807.1 General. 

1807.2 Initial loan c&6es. 

1807.3 Office of the General Counsel — Initial 

loan case. 

1807.4 Subsequent loans not In connection 

with transfers or credit sales. 

1807.5 Additional requirements In connec¬ 

tion with louns to homestead 
entrymen. contract purchasers of 
farm units from the Bureau of 
Reclamation, and certain Indians. 

1807.6 Cancellation of loon. 

Authority : The provisions of this Part 1807 
Issued under secs. 307, 339, 75 Stat. 308, 318, 
secs. 502, 510, 63 Stat. 433, as amended, 437, 
sec. 4. 64 Stat. 100; 7 U.S.C. 1927. 1989. 42 
U.S.C. 1472, 1480, 40 U.S.C. 442; Orders of 
Sec. of Agr.. 19 Fit. 74. 26 FH. 8403. 27 F.R. 
5005, 9957. 

§ 1807.1 General. 

(a) Farm Oumership, Rural Housing, 
and Individual Soil and Water Conserva¬ 
tion loans. This part contains the title 
clearance and loan closing authorities, 
policies, and procedures for all Farm 
Ownership, Rural Housing, and indi¬ 
vidual Soil and Water Conservation 
loans, except loans In connection with 
transfers and assumption agreements or 
credit sales by the Farmers Home Ad¬ 
ministration. 

(b) Other types of loans and trans¬ 
actions. Title clearance and closing of 
all other loans and transactions involv¬ 
ing real estate security will be handled 
as provided in regulations applicable 
thereto. 

(c) Definition of terms. As used in 
this part “title clearance" includes title 
examination and title insurance; "mort¬ 
gage” includes deed of trust and deed to 
secure debt; “borrower” means the loan 
applicant; “title insurance company” in¬ 
cludes its local representatives, agents, 
and attorneys; and “Farmers Home 
Administration” refers to the United 
States of America acting through the 
Farmers Home Administration. Also, a 
loan is considered to be closed when the 
mortgage is filed for record. 

(d) Methods of title clearance and 
loan closing. Title clearance and loan 
closing will be handled by title insurance 
companies approved by the State Direc¬ 
tor and attorneys designated by the State 
Director whenever such companies and 
attorneys will furnish all the services 
required by this part. When complete 
services are available from more than 
one source, the borrower or the seller, or 
both, as appropriate, will choose a single 
source to be used. In any county or area 
where the State Director is unable to 
obtain the services of a designated attor¬ 
ney or a title insurance company that 
will furnish complete services, and in 
cases of a mortgage on a leasehold, and 
in any exceptional or complex case or 
situation in w’hich the State Director 
determines with the advice of the Office 
of the General Counsel that it would be 
more reasonable or practical, the services 
of the Office of the General Counsel may 
be used. When the services of the Office 
of the General Counsel are to be used 
on a county or area basis, the State Di¬ 


rector with the advice of the Office of 
the General Counsel will determine 
whether the title clearance and loan 
closing will be accomplished with the 
assistance of a local attorney, title in¬ 
surance company, or other method. In 
other cases, the title clearance and loan 
closing will be handled as the Office of 
the General Counsel deems appropriate. 

(e) Designation of attorneys. The 
State Director, upon the advice and con¬ 
currence of the Office of the General 
Counsel as to professional qualifications, 
will designate attorneys in each county 
or area in which it is possible to have 
them furnish all the legal services re¬ 
quired of such attorneys by this part. 

(f) Approval of title insurance com¬ 
panies. The State Director will approve 
any company issuing satisfactory title 
insurance policies, licensed to do business 
in the state, which has or will agree or 
states in writing (by exchange of letters, 
publication of services, or otherwise) 
that it can validly and will furnish for 
a stated charge, a title insurance binder, 
a mortgagee or joint protection title in¬ 
surance policy (hereinafter referred to 
as “mortgagee title policy”), and all of 
the related services prescribed herein, 
provided: 

(1) The mortgagee title policy will be 
in such form and will contain only such 
standard types of exceptions as are ap¬ 
proved in advance by the State Director 
with the advice of the Office of the Gen¬ 
eral Counsel. 

(2) The title insurance company un¬ 
derstands that the request for insurance 
and services will be made by sellers or 
borrowers and that no cost of insurance 
or services will be charged to or paid 
by the Farmers Home Administration on 
an insured lender. 

(3) The title insurance company rep¬ 
resentative who supervises the closing 
is authorized to receive, and give receipts 
for, the company’s charges. 

(g) Costs of title clearance and loan 
closing. Neither the Farmers Home Ad¬ 
ministration nor an insured lender will 
be responsible for any costs of title clear¬ 
ance or loan closing. The costs of title 
clearance and loan closing will include 
any costs of abstracts of title, land sur¬ 
veys, attorney’s services, title insurance, 
obtaining curative material, notary fees, 
documentary stamps, recordation costs, 
and other expenses necessary to make 
the loan. The borrower or the seller, 
or both will be responsible for payment 
of all costs of title clearance and loan 
closing and will arrange before the loan 
is closed for such payment. In cases 
Involving the purchase of land, the op¬ 
tion should contain their agreement. 

(h) County Supervisor's responsibili¬ 
ties. The County Supervisor will: 

(1) Provide the borrower, and seller 
If land is being acquired, with the name 
and address of the designated attorney 
and approved title insurance companies 

(2) Furnish to the selected designated 
attorney or title Insurance company or 
Form FHA-826 or FHA 427-4, “Trans¬ 
mittal of Title Information,” all the in¬ 
formation and documents called for 
therein concerning the loan to be made 
or insured, including any waivers, ease- 
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ments, and so forth, and Farmers Home 
Administration forms or other docu¬ 
ments necessary to effect title clearance 
and loan closing. 

(i) Ordering title examination or in¬ 
surance. Application for title cearance 
and loan closing services will be made by 
the borrower or the seller, or both, to a 
insurance company selected by the loan 
applicant or seller, or both. Application 
for title insurance will be made on forms 
furnished by the company and will re¬ 
quest issuance of a form of mortgagee 
title policy approved by the State Direc¬ 
tor in an amount at least equal to the 
amount of the loan. The borrower also 
may obtain an owner’s policy or a com¬ 
bination policy if he desires. The mort¬ 
gagee named in the policy will be the 
“United States of America,’* except that 
If a direct loan is being made with State 
Rural Rehabilitation Corporation trust 
funds, the name of the mortgagee will 
be “United States of America, Trustee of 
the assets of (name of State Rural Re¬ 
habilitation Corporation) ” The bor¬ 
rower will instruct the designated attor¬ 
ney or title insurance company to deliver 
the preliminary title opinion or title 
binder to the County Supervisor. 

§ 1807.2 Initial loon case**. 

(a) Services. Title clearance and 
loan closing services to be provided by 
designated attorneys and title insurance 
companies will include examining title; 
preparing, obtaining, or approving sim¬ 
ple curative material, conveyances, and 
security instruments; advising borrow¬ 
ers. and sellers if land is being acquired, 
regarding the adequacy of the legal de¬ 
scription of the farm; issuing either pre¬ 
liminary and final title opinions or cer¬ 
tificates of title, or title insurance 
binders and mortgagee title policies; and 
performing other legal services neces¬ 
sary to close the loan properly. The des¬ 
ignated attorney or title insurance com¬ 
pany will advise the County Supervisor, 
upon his request, as to the nature and 
legal effect of outstanding interests or 
title defects to assist him in determining 
whether such outstanding interests or 
defects affect the value of the farm or its 
operation and which must be corrected 
In order for the Government to obtain 
from the borrower a lien of the required 
priority upon a title merchantable in 
fact. The designated attorney or title 
insurance company will be expected to 
perform these services with diligence and 
dispatch so that the loan can be closed 
without unnecessary delay. 

(b) Examination of title. At the 
proper time, the County Supervisor will 
notify the borrower, and seller if land is 
being acquired, that they should employ 
the designated attorney or title insurance 
company to examine title and perform 
the other legal services in connection 
with title clearance and loan closing, and 
that they should furnish to the desig¬ 
nated attorney or title insurance com¬ 
pany any needed abstracts of title or 
other title evidence for use to the extent 
possible to reduce the cost to the bor¬ 
rower. 


(1) Scope of search. The designated 
attorney or title insurance company will 
determine whether there are any judg¬ 
ments or pending suits in State or Fed¬ 
eral courts, Federal or State tax claims 
(including taxes which under State law 
may become a lien superior to a pre¬ 
viously attaching mortgage lien), or 
bankruptcy, insolvency, or probate pro¬ 
ceedings, involving any part of the farm, 
whether already owned by the borrower 
or to be acquired with loan funds, or in¬ 
volving the borrower, or the vendor in 
a land acquisition case, which would pre¬ 
vent the Farmers Home Administration 
from obtaining an enforceable mortgage 
lien of the required priority. Title ex¬ 
amination upon which this determina¬ 
tion will be based will include such 
searches of the records, or certificates 
from the clerks, of the appropriate 
United States district courts as may be 
necessary in the particular State. 

(2) Period of search. When title in¬ 
surance is obtained, title examination 
will cover such period of time as the title 
insurance company determines necessary 
in order to insure the Farmers Home Ad¬ 
ministration mortgagee interest in the 
title. In other cases the title search 
must cover the shortest period necessary 
to include one of the following: 

(i) A warranty deed from a party 
other than the United States which has 
been of record for at least 40 years. 

(ii) A Farm Ownership, Farm Hous¬ 
ing, or individual Soil and Water Con¬ 
servation (not Water Faculties) security 
instrument. 

(iii) A patent or deed from the United 
States, except that where such patent or 
deed recorded within 40 years was issued 
under the Federal homestead or reclama¬ 
tion laws or where title is held under but 
a patent or deed has not been issued 
under such laws, the search must cover 
either 40 years or the period necessary 
to include the entry or purchase contract 
whichever is shorter. 

(c) Preliminary title opinion or title 
insurance binder. When the services of 
a designated attorney are used, he will 
issue his preliminary title opinion to the 
County Supervisor. The preliminary 
title opinion will be on Form FHA-312 
or FHA 427-9, “Preliminary Title Opin¬ 
ion,” or if that form is not legally suffi¬ 
cient in a particular State, the State Di¬ 
rector with the advice of the Office of 
the General Counsel, may approve a sat¬ 
isfactory State form. When title insur¬ 
ance is obtained, the title insurance 
company will furnish the County Super¬ 
visor a title insurance binder disclosing 
the defects in and encumbrances against 
the title, the conditions to be met to make 
the title insurable, and the curative or 
other actions to be taken before loan 
closing. The binder also will include a 
commitment to issue an approved mort¬ 
gagee title policy in an amount at least 
equal to the amount of the loan. 

(d) Title exceptions . Upon receipt of 
the preliminary title opinion or title In¬ 
surance binder, the County Supervisor 
will: 

(1) Check the opinion or binder care¬ 
fully to see that it is complete in all re¬ 


spects. If any required information Is 
omitted or if the standard form of opin¬ 
ion or binder is amended, the County 
Supervisor will not accept the opinion or 
binder but will return it for completion 
or correction. If the designated attor¬ 
ney or title Insurance company is unable 
or unwilling to complete or correct it, 
the County Supervisor will send it with 
a full explanation to the Office of the 
General Counsel, which may approve or 
disapprove it. 

(2) Determine that the legal descrip¬ 
tion covers all the property rights, in¬ 
cluding water rights, intended to be 
taken as security and whether the opin¬ 
ion or binder shows exceptions, reserva¬ 
tions, encumbrances, or defects which 
must be corrected, eliminated, or waived. 
The County Supervisor will consult with 
the designated attorney, title insurance 
company, or the State Director when he 
needs advice in making these determina¬ 
tions. 

(3) Waive any exceptions which he or 
the State Director determines will not 
affect adversely the suitability, security 
value, or successful operation of the 


farm. 

(4) Submit any exceptions which will 
affect adversely the title to the farm or 
its suitability, security value, or success¬ 
ful operation to the State Director. The 
State Director may waive them condi¬ 
tionally. If necessary, the County Com¬ 
mittee will reconsider the suitability of 
the farm for a loan and prepare a new 
certification. If it is favorable and the 
conditions imposed in the State Direc¬ 
tor’s waiver can be met, the County Su¬ 
pervisor will inform the designated at¬ 
torney or title insurance company. 

(e) Preparation of deeds, mortgages, 
and curative instruments. The desig¬ 
nated attorney or title insurance com¬ 
pany will prepare or approve deeds, 
mortgages, affidavits, releases, and other 
simple curative documents necesary ior 
title clearance and loan closing. Farm¬ 
ers Home Administration mortgage 
forms will be used in all cases and otne 
Farmers Home Administration forms, 
whenever possible. . 

(1) Type of estates—joint tenancy, 
entirety, or other, (i) Where land to 
acquired with loan funds and the stare 
law permits, both the title to the la 
being acquired and the title to any P 
of the farm already owned wiU be vested 
in the borrower and spouse with rig 
of survivorship, or at the election of 
borrower as community property 
State having community Pf°P ert ^ n< f rtv 
under which all community Property 
goes to the surviving spouse when tnc 

other spouse dies without disposiiig 
his or her share by will, subject to the 
following exceptions: . 

(a) Upon written request of the o 
rower in any case in an y State, ti ® 
be vested in any way which will perm 
obtaining the required mortgage hen 

(b) When one spouse is underdo 
ability of minority or nientalincompe^ 
tency and it is necessary undeL St £j- 
law in order for the Farmers Horne 
ministration to obtain a valid orcea ble 
subject to disaffirmance and enforce 
against the security property including 
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all Interests therein required to be mort¬ 
gaged, title will be vested in the eligible 
spouse only. 

(c) When the eligible spouse is a cit¬ 
izen and the other spouse is a non¬ 
citizen, title will be vested only in the 
citizen, if possible under State law. 

(ii> In all other cases title may be 
held in any manner which will permit 
obtaining the required mortgage, ex¬ 
cept that subdivision (i) (c) of this sub- 
paragraph will apply in noncitizen cases. 

(2) Preparation of deeds . Deeds will 
be prepared as follows: 

(i) Except for conveyances from the 
United States and subject to the follow¬ 
ing additional exceptions, conveyance of 
title to borrowers must be by general 
warranty deed. The usual and appro¬ 
priate form of deed may be accepted 
from fiduciary or straw parties. Upon 
the prior approval of the Administrator 
in any case where the seller refuses to 
give a general warranty deed, a quit¬ 
claim or special warranty deed may be 
accepted of the title it conveys is ap¬ 
proved by the Office of the General 
Counsel as free from substantial objec¬ 
tions. If the grantors or their pred¬ 
ecessors in title acquired the property by 
conveyance from the Fanners Home Ad¬ 
ministration or one of its predecessor 
agencies, a special warranty deed may 
be used warranting against title defects 
arising subsequent to that conveyance. 

(U) The deed should show the excep¬ 
tions, reservations, liens, and other en¬ 
cumbrances subject to which the loan is 
being made. Where customary, the legal 
description of the land should include a 
provision further identifying the secu¬ 
rity as that described in an earlier con¬ 
veyance identified by date, parties, and 
recording data. 

(iii) Each deed should recite a legal 
consideration. 

(3) Preparation of mortgage. The 
designated attorney or title insurance 
company will obtain from the County 
supervisor the proper type of Farmers 

A< * m * n * s to , &tion mortgage form, 
wwch will be prepared as follows: 

,.,1 Portns* Form FHA-127—, or FHA 
(State) will be used for all direct 
7^' Form FHA-177.—, or FHA 427-1 
be used for insured loans. 
*^-157 or FHA 427-3 (State) 
JJi be used as attachment to 
lr or FHA 427 “ 2 <State) 

wh™ ‘“i 177 — or 427 ~ 1 (State) 

a oan 15 madc t0 a homestead 
of o or to a contract purchaser 

ReclamX 1 Unit * r ° m thC Bureau ° f 

wii 1 L!“'! !ler of copies. Ordinarily It 
original 5 ! necessar y to Prepare the 

the orilino? T copy of the mor teage. 
rernivi. na J j? be recoI- ded In the public 
eK WrL and . then stained In the Farm- 
and Admln istratlon County Office 

rower f° Py 10 be delivered to the bor- 
essarv Lf d . dltIona l copy will be nec- 
rcta-noi n states where the original is 
copi* d , by the recorder. Additional 

casestnwhi wl be necessar y ln some 
ties o,./,* 1 * 0 *? * be interests of other par- 
v^r wni a VO i Ved ' The County Super- 
dlstribiito < H? form the nee ded copies and 
ute them to the proper parties at 


the time of loan closing or as soon as 
possible thereafter. 

(iii) Persons required to execute 
mortgage. The mortgage will be exe¬ 
cuted by the borrower and all other per¬ 
sons having interests in the farm which 
are required in each case to be mort¬ 
gaged. Persons required to sign the 
mortgage should use exactly the same 
names in which they hold title, and each 
person who signs the promissory note 
and the mortgage should sign both with 
exactly the same name. 

(iv) Title exceptions. The mortgage 
must describe specifically by reference 
or other method sufficient under State 
law, the exceptions, reservations, liens, 
and other encumbrances subject to 
which the loan is being made, except 
that any exceptions and reservations so 
numerous or with descriptions so lengthy 
as to increase substantially legal or re¬ 
cording costs, may be described by use 
of a general statement similar to the 
following: “Subject, however, to all valid 
outstanding easements, rights-of-way, 
mineral leases, mineral reservations, and 
mineral conveyances of record/* 

(v) Releasing or retaining existing 
mortgages in refinancing cases. If any 
outstanding Farmers Home Administra¬ 
tion real estate loan is not being re¬ 
financed, the mortgage with respect 
thereto will not be superseded or re¬ 
leased: the mortgage, the note therein 
secured or described, and any related 
mortgagee title policy will remain in 
force. When there is an outstanding 
Farmers Home Administration direct or 
insured real estate mortgage against the 
property and the loan which the mort¬ 
gage secures is being refinanced with 
the current loan, the mortgage for the 
loan being refinanced will be superseded 
and will be released at the time of loan 
closing, unless it is legally necessary to 
keep the existing mortgage in effect in 
order to have a valid lien. 

(vi) Notes to be described in mort¬ 
gages. (a) In the case an insured loan, 
only the note evidencing the insured 
loan being made will be described in the 
mortgage, and under no circumstances 
will a direct note and an insured note be 
described in one mortgage. If, at the 
time an insured loan is being made, any 
other kind of loan (whether insured or 
direct) is being made simultaneously or 
additional security is desired for a loan 
already outstanding, it will be necessary 
to take a separate mortgage on the form 
appropriate for the other loan. 

(b) When a direct loan is being made, 
the note will be described in the mort¬ 
gage. When two or more direct loans 
are made to the same borrower on the 
same security and closed simultaneously, 
only one mortgage will be taken and the 
notes for all such loans will be described 
in the mortgage. Notes evidencing 
existing direct loans to borrowers re¬ 
ceiving a new direct loan will also be 
described in the new mortgage unless 
prohibited by Farmers Home Administra¬ 
tion regulations or policies or deemed by 
the loan official inadvisable in the 
particular case. When a subsequent 
direct Farm Ownership, Rural Housing, 
or Soil and Water Conservation loan is 


being made without refinancing the ini¬ 
tial loan, the initial loan and subsequent 
loan notes will be described in the mort¬ 
gage, except that, where a subsequent 
loan mortgage is being taken without 
covering additional land, and describing 
the initial loan note would result in a 
higher title insurance premium for the 
subsequent loan, the State Director may 
allow the subsequent mortgage to addi¬ 
tionally secure the initial loan by cross- 
reference to be inserted in the mortgage 
rather than by description of the initial 
loan note: a mortgage taken from a 
transferee will describe the assumption 
agreement executed by the transferee in¬ 
stead of the earlier related note as the 
instrument secured, and the term "note” 
is to be interpreted accordingly in this 
Part 1807 of this chapter. 

(c) For a direct Farm Ownership or a 
Farm Housing loan, the “Due date of 
final installment’* to be shown in the 
mortgage, and for an insured Farm 
Ownership loan, the date to be inserted 
in “the final installment being due 

on --- 19—.” is determined by 

adding the number of years over which 
the loan is payable to the date of the 
promissory note. For all other direct 
loans and for insured Soil and Water 
Conservation loans, it is the final in¬ 
stallment date shown on the promissory 
note. 

(vii) Alteration of mortgage form. A 
mortgage form may be altered by dele¬ 
tion, revision, or addition pursuant to 
authorization by the State Director or 
in a special case where it is necessary 
in order to comply with the terms of loan 
approval prescribed in accordance with 
pertinent Farmers Home Administration 
regulations. No other alterations in the 
printed mortgage forms may be made 
without prior approval of the National 
Office. 

(f) Loan closing. The designated at¬ 
torney or the title insurance company 
will arrange with the County Supervisor, 
the borrower, the seller if land is being 
acquired, and other necessary parties for 
the time and place of loan closing. The 
designated attorney or the title insurance 
company will assist with the loan closing 
to determine that the Farmers Home 
Administration obtains a valid mortgage 
lien on the property of the priority re¬ 
quired by the Farmers Home Administra¬ 
tion, subject only to such other encum¬ 
brances. reservations, and exceptions as 
have been permitted by the County 
Supervisor or the State Director. Where 
a second mortgage Farm Ownership loan 
is being made simultaneously with 
another Farmers Home Administration 
loan (both subject to a prior lien), the 
other Farmers Home Administration loan 
will be deemed secured by a third lien. 

(1) Disbursement of loan funds. Loan 
funds will not be disbursed prior to filing 
of the mortgage for record. However, 
when necessary, loan funds may be 
placed in escrow before the mortgage is 
filed for record for disbursement after 
it is filed. Loan funds for the payment 
of a lien may be disbursed only upon 
receipt of a discharge, satisfaction, or re¬ 
lease (or assignment where necessary to 
protect the interest of the Government), 
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except that funds may be disbursed, after 
the mortgage is filed for record, to a 
reputable lienholder in reliance on his 
written agreement to deliver the instru¬ 
ment upon receipt of a specified sum. 

(2) Title examination and liens or 
claims against borrowers. The desig¬ 
nated attorney or title insurance com¬ 
pany will examine the title and will 
check for liens or claims against the bor¬ 
rower from the terminal date of the 
preliminary title examination to and in¬ 
cluding the time of recording the current 
mortgage. If there are no entries of 
record during the period except the docu¬ 
ments required in connection with title 
clearance and any partial releases or sub¬ 
ordinations previously approved by the 
Farmers Home Administration, the loan 
may be closed. If there are any other 
entries of record during this period, the 
loan will not be closed until such entries 
have been cleared of record, or adminis¬ 
tratively waived if appropriate. The 
designated attorney or title insurance 
company should advise the County 
Supervisor of the nature of such inter¬ 
vening instruments, the legal method by 
which they may be eliminated, and the 
effect they may have on obtaining a valid 
mortgage of the priority required. 

(3) Certificate of inspection . The 
County Supervisor will prepare a cer¬ 
tificate of inspection which will show the 
condition of the farm at or shortly before 
the time of loan closing. Form FHA-874 
or FHA 427-7, "Certificate of Inspection/' 
will be used, except that if it is not satis¬ 
factory for use in a particular state, the 
State Director may approve a State form 
using the same title. The designated at¬ 
torney or title insurance company will 
see that the certificate is executed by the 
County Supervisor or by some other 
Farmers Home Administration employee, 
Including County Committeemen, ac¬ 
quainted with the facts. 

(4) Taxes and assessments. The des¬ 
ignated attorney or title insurance com¬ 
pany will ascertain that all taxes and 
assessments against the property which 
are due and payable are paid at or be¬ 
fore the time of loan closing. Certifi¬ 
cates or receipts should be produced 
from the taxing authorities to show that 
taxes or assessments which are due and 
payable have been paid and, if possible, 
such certificates or receipts should be 
kept in the borrower's County Office loan 
docket with the other loan papers. 
Where the seller and the borrower have 
agreed to prorate taxes or assessments 
which are not yet due and payable for 
the year in which the loan closing takes 
place, the seller will pay his portion at 
the time of loan closing. If the taxes 
and assessments cannot be paid at the 
time of loan closing, the amount of taxes 
r nd assessments to be paid by the seller 
will be deducted from the selling price 
of the land. 

(5) Prior lienholders' agreements. If 
other persons hold hens, purchase con¬ 
tracts. or other security interests, herein 
called hens, which will remain against 
the property as a prior hen after the loan 
is closed, it may be necessary for them 
to hmit their rights thereunder in cer¬ 
tain cases. 


(i) Forbearance agreements will be 
obtained where the County Supervisor 
determines that protection of the Gov¬ 
ernment's interest requires the prior 
lienholder to agree to one or more of the 
following: 

(a) Not to declare his hen in default 
or accelerate the indebtedness there¬ 
under for a specified period without the 
written consent of the State Director. 

(b) Not to make advances for pur¬ 
poses other than taxes, insurance, or 
payments on other prior hens when his 
lien secures future advances which the 
designated attorney, title insurance 
company, or Office of the General Coun¬ 
sel determines would, under State law, 
have priority over the mortgage being 
taken or any mortgage already held or 
insured by the Farmers Home Admin¬ 
istration. 

(c) To consent to the Farmers Home 
Administration’s making the loan and 
taking the mortgage, if the prior hen 
prohibits such loan or mortgage without 
consent. 

(d) Not to enforce without the written 
consent of the State Director as long as 
the Farmers Home Administration has 
an interest in the property, any unsatis¬ 
factory payment terms or other specified 
provisions of the prior lien which in the 
opinion of the County Supervisor would 
endanger the security position of the 
Farmers Home Administration. 

(if) Notice of foreclosure or assign¬ 
ment agreements will be obtained in 
those states whose laws permit junior 
hens of private parties to be extinguished 
by foreclosure of a prior hen without the 
junior lienholders being made parties or 
being given actual notice. 

(hi) In a State in which foibearance 
agreements only are needed, they will 
be obtained on Form FHA-446 or FHA 
427-8, "Agreement with Prior Lien¬ 
holder." or, if that form is not legally 
satisfactory for use in a particular State, 
on another form approved by the Farm¬ 
ers Homo Administration. When only 
notices of foreclosure or assignment are 
required, a separate form for such pur¬ 
pose will be used. When both forbear¬ 
ance agreements and notices of fore¬ 
closure or assignment are required, Form 
FHA-446 or FHA 427-8 may be amended 
in order to serve both purposes or a sub¬ 
stitute form approved by the Farmers 
Home Administration may be used for 
both purposes, or Form FHA-446 or FHA 
427-8 may be used and the notice 
agreement obtained on a separate form 
approved by the Farmers Home Admin¬ 
istration. 

(iv) When a forbearance or notice 
agreement is required, the designated 
attorney or title insurance company will 
determine at the time of loan closing 
that it is properly completed and ex¬ 
ecuted and, if required by State law, 
sealed and witnessed: also, that it is 
properly acknowledged by the prior lien¬ 
holder and recorded, if recording is 
required by the Farmers Home 
Administration. 

(0) Affidavit of sellers. If land is 
being acquired, the designated attorney 
or title insurance company may require 
that an affidavit of sellers be properly 


completed and executed at, or shortly 
prior to, the time of loan closing. This 
affidavit may be on Form FHA-875 or 
FHA 427-6, "Affidavit of Sellers," or if 
that is not legally sufficient in a partic¬ 
ular State, a substitute form approved 
by the Farmers Home Administration 
may be used. The affidavit will not be 
recorded unless State law permits and 
the designated attorney or title insur¬ 
ance company considers it necessary. 

(7) Deeds and curative material. The 
designated attorney or title insurance 
company will determine that deeds, re¬ 
leases, and curative material are prop¬ 
erly completed, executed (sealed and 
witnessed if required by State law), 
acknowledged, and filed for record at 
the proper time. 

(8) Promissory note. The designated 
attorney or title insurance company will 
determine that the promissory note is 
properly completed and executed. The 
borrower and any person whose signa¬ 
ture on the note is necessary to obtain 
the required mortgage lien will sign the 
note. In addition, the borrower s spouse, 
even where not required to sign the note 
for lien purposes, will sign the note un¬ 
less he or she is under disability of 
minority or mental incompetency or is a 
noncitizen or is excused from signing 
the note for substantial reasons deemed 
by the State Director to be justifiable. 
The note will be dated the date the 
mortgage is filed for record, except that 
it may be executed and dated earlier if 
execution on that date is impossible and 
the borrower is advised that interest u ill 
accrue on the loan from the date oi 

the note. , „ Tf 

(9) Assignment of future income. II 

Form FHA-253 or FHA 443-16, "Assign¬ 
ment of Income from Real Estate Secu¬ 
rity," is required in a particular case, 
the County Supervisor will prepare me 
form and have it available for execution 
by the borrowers at the time of loan 
closing. The designated attorney or title 
insurance company will see that 
form is properly completed, e xe ^ ut f; 
(sealed and witnessed if * 

State law), and acknowledged by tne 

borrowers. _ ._. , flt . 

(10) Mortgage . The designated a 
torney or title insurance company v™ 
see that the mortgage is Propery^- 
pleted, executed, sealed and 

if required by State law. acknowledged, 
and filed for record. The mortgage wUj 
be executed and dated the date o® 
note, except that if that is bnP .. 
for one or more of the Bfener> £ 

mortgage, it may be executed on 
ent date but not before the date o* 

n0 (li> Affidavit of borrowers. The des¬ 
ignated attorney or title in3U ^ d vlt 0 l 
pany may require that an 
borrowers be properly complete 
executed at the time of lo S p0A 
This affidavit may be on Form ^ 
427-5. “Affidavit of Borrowers, 
that is not legally sufficient In »JL oVed 
ular State, on another tom*W£^ 
by the Farmers Home Admin lstri^ 
Statements in the form should 
fled as necessary to make them 
correct. The affidavit will not 
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know.ledged and recorded unless State 
law permits and the designated attorney 
or title insurance company considers it 

necessary. 

(12) Other services of designated aU 
tomeys and title insurance companies. 
The designated attorney or title insur¬ 
ance company will assist and advise the 
County Supervisor, when necessary, in 
the preparation, completion, obtaining 
execution, acknowledgment, recorda¬ 
tion, and so forth, of documents required 
In particular cases. Standard FHA 
forms will be used for such purposes 
whenever possible. The designated at¬ 
torney or title insurance company will 
maintain close communication with, and 
keep the County Supervisor advised, as 
to the progress of the title clearance and 
preparation of loan closing material. 

(13) Final opinion or mortgagee title 
policy —(I) Final opinion. As soon as 
possible after loan closing, the designated 
attorney will issue his final opinion to 
the County Supervisor. The final 
opinion will be on Form FHA-313 
or FHA 427-10, “Final Title Opinion/* or 
if that form is not legally sufficient in a 
particular State, on another form 
approved by the Farmers Home Admin¬ 
istration. Since issuance of final opinion 
will not be held up pending return of 
recorded instruments, it may not be 
possible for the final title opinion to 
show full recording information in all 
cases, but it should at least show the 
time of filing, filing number, and as much 
other recording information as is avail¬ 
able. Attached to the final opinion will 
be all required documents then available, 
including any which the County Super¬ 
visor had furnished to the designated 
attorney and were not previously re¬ 
turned. With the approval of the desig¬ 
nated attorney, arrangements may be 
niade with the recorder to forward or 
deliver instruments to the proper parties 
after recordation. 

(ii) Mortgagee title policy. As soon as 
possible after loan closing the title insur¬ 
ance company will issue to the County 
Supervisor the mortgagee title policy In 
favor of the Government as It appears 
** mort sagee. The policy shall be sub¬ 
ject only to approved standard excep¬ 
tions and such outstanding encum- 
rances, exceptions, and reservations as 
JWe Waived administratively in writing 
Dy the Fanners Home Administration. 


§ 1807.4 Subsequent loans not in con¬ 
nection with transfers or credit sales. 

Title clearance and closing of subse¬ 
quent loans to which this part is appli¬ 
cable will be handled as follows: 

(a) By designated attorney or Office 
of the General Counsel. Title clearance 
and loan closing will be the same as pro¬ 
vided for in §§ 1807.2 and 1807.3 of this 
part, respectively, with respect to initial 
loans, except that a preliminary title 
opinion will not be required on land 
already owned by the borrower and 
mortgaged to the Farmers Home Admin¬ 
istration for a Farm Ownership, Farm 
Housing, or Soil and Water Conservation 
(not Water Facilities) loan. The final 
title opinion on such land will cover the 
period subsequent to recordation of the 
initial loan mortgage. If title clearance 
is to be handled by the Office of the Gen¬ 
eral Counsel, the County Supervisor will 
also forward the initial loan mortgage to 
the Office of the General Counsel. 

(b) With title insurance. Title clear¬ 
ance and loan closing with title insur¬ 
ance will be the same as provided for in 
§ 1807.2 of this part with respect to initial 
loans except that: 

(1) Title insurance will be obtained 
only when additional land is being 
acquired or the initial loan Is being re¬ 
financed with the subsequent loan. If 
the same title insurance company is 
being used as the one which issued title 
insurance in connection with the Initial 
loan, it should only be necessary to 
examine title to the land already owned 
by the borrower from the time of issu¬ 
ance of the existing mortgagee title 
policy. 

(2) Regardless of whether the initial 
loan is being refinanced, the new mort¬ 
gagee title policy will cover the entire 
farm including the land already owned 
and any land being acquired. 

(3) If the initial loan is being re¬ 
financed, the new mortgagee title policy 
will cover the entire amount of the 
subsequent loan, including the amount 
of the initial loan being refinanced. 
But, if the initial loan Is not being re¬ 
financed, the new mortgagee title policy 
will insure only the amount of the sub¬ 
sequent loan. 

§ J807.5 . Additional requirements in con¬ 
nection with loans to homestead 
entrymcn, contract purchasers of 
farm units from the Bureau of 
Reclamation and certain Indians. 


§ 1807,3 Office of the General Coun 
M ‘* Initial loan case. 

In any county, area, or case in whicl 
»e services of the Office of the Genera 
are be used - 1116 title clear- 
nl .. aad loan closing will be accom- 
of s ff ft ^ acCordance wlth the Provision/ 

structionZ ° f 24? part and closing in- 
actions issued by that Office. Assoor 

a ,. ni ” e loan ha s been closed, a local 

° r title durance companj 

XT2K- * he Co “ r SuMr ' 

Of th/!r ,^ t al or certify the original 
the renm° S n8 lnst ructions to show that 
c 1 ements thereof have been met. 


Whenever loans are made subject to 
agreements with other Government 
agencies, the title clearance and loan 
closing requirements of special instruc¬ 
tions with respect thereto, as well as 
those of this part, will be applicable. 

§ 1807.6 Cnnrcllntion of loan. 

If for any reason it is determined that 
the loan cannot be made, the County 
Supervisor will promptly notify the bor¬ 
rower and those who are involved in the 
particular case at the time the determi¬ 
nation is made, such as sellers (if land 
is being acquired), designated attorney, 
other local attorney, Office of the Gen¬ 
eral Counsel, and title insurance com¬ 
pany or its local representative. 


PART 1808—NONDISCRIMINATION 
IN MULTIPLE-UNIT HOUSING 

Sec. 

1808.1 Purpose. 

1808.2 Scope. 

1808.3 Nondiscrimination In use and occu¬ 

pancy. 

1808.4 Mortgage covenant. 

1808.5 Violations. 

Authority: The provisions of this Part 
1808 Issued under secs. 510, 514. 515, 63 Stat. 
437. 75 Stat. 186, 76 Stat. 671, 42 U.S.C. 1480, 
1484, 1485. E.O. 11063, 27 Fit. 11527. Orders 
of Sec. of Agr., 19 FR. 74. 26 F.R. 8403, 27 F.R. 
5005. 

§ 1808.1 Purpose. 

The purpose of the regulations in this 
part is to put into effect provisions of 
Executive Order 11063, dated November 
20. 1962, 27 F.R. 11527, in connection 
with housing loan programs of the 
Farmers Home Administration described 
in § 1808.2. 

§ 1808.2 Scope. 

The regulations in this part apply to 
loans of the following types to finance 
housing and related facilities of more 
than two living units: 

(a) Domestic farm labor housing loans 
under section 514 of the Housing Act of 
1949. 

(b) Senior citizens rental housing 
loans under section 515 of the Housing 
Act of 1949. 

§ 1808.3 Nondiscrimination in use and 
occupancy. 

In the case of every such loan closed 
after November 20, 1962, the borrower 
shall not discriminate, or permit dis¬ 
crimination by any agent, lessee, or 
other operator, in the use or ocupancy 
of the housing or related facilities be¬ 
cause of race, color, creed, or national 
origin. 

§ 1808.1 Mortgage covenant. 

In the case of every such loan closed 
after receipt by the County Supervisor of 
Administration Letter 777 (444), the 
mortgage or other security instrument 
shall contain the following covenant: 

Borrower covenants and agrees that bor¬ 
rower will not discriminate, or permit dis¬ 
crimination by any agent, lessee, or other 
operator. In the use or occupancy of the 
housing or related facilities financed In whole 
or In part with the loan In connection with 
which this instrument Is given, because of 
race, color, creed, or national origin. 

§ 1808.5 Violations. 

Discrimination in violation of the reg¬ 
ulations in this part shall constitute 
default under the mortgage or other se¬ 
curity instrument held by the Govern¬ 
ment in connection with the loan. 


PART 1809—APPRAISAL OF FARMS 

Sec. 

1809.1 General. 

1809.2 Definitions of values to be recom¬ 

mended. 

1809.3 Long-time commodity prices, costs 

and other basic appraisal data. 

Authoritt: The provisions of this Part 
1809 issued under R.S. 161, secs. 41. 6. 50 Stat. 
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628, ns amended; 870. sec. 510, 63 Stat. 437, 
sec. 4, 64 Stat. 100. 5 U.S.C. 22. 7 U.S.C. 1015. 
16 U.S.C. 590w, 42 U.S.C. 1480. 40 U.S.C. 442. 
Interpret or apply sec. 2, 50 Stat. 523, as 
amended; 7 UJ3.C. 1002. 


RULES AND REGULATIONS 


§ 1809.1 General. 

(a) Appraisals required. An apprais¬ 
al report will be required in connection 
with each initial Farm Ownership and 
Farm Housing loan, and in connection 
with each Soil and Water Conservation 
loan in excess of $5,000 to be secured by 
a lien on the farm to be improved. An 
appraisal report also will be prepared 
when required by Farmers Home Admin¬ 
istration regulations or when requested 
by the County Committee, County Super¬ 
visor. or State Director in connection 
with making subsequent loans, initial 
Soil and Water Conservation loans not 
in excess of $5,000. and servicing loans 
where real estate is taken as security. 

(b) Employees authorized to appraise 
farms. For the purpose of this part, an 
"appraiser” is an employee of the Farm¬ 
ers Home Administration who has been 
designated in writing to appraise farms. 

(c) Appraisal forms. Form FHA-596, 
“Appraisal Report.” and Form FHA- 
596B, “Map of Farm,” will be used in 
recording appraisals. In addition, when 
a farm under consideration is to be irri¬ 
gated or is located in a drainage or levee 
district, or when minerals, timber, or 
other rights are leased, reserved, or 
exempted. Form FHA-596A, “Supple¬ 
mental Report (Irrigation, Drainage, 
Levee, and Minerals),” will be used to 
the extent applicable. 

(d) Real estate improvements to oe 
considered . In making an appraisal, the 
appraiser will consider the real estate 
improvements already on the farm and 
those to be made by the applicant in con¬ 
nection with the loan, rather than those 
real estate improvements that a typical 
operator would have. 

(e) Typical owner-operator. In ap¬ 
praising the farm, the appraiser will 
assume that the farm will be operated by 
a typical owner-operator for the area in 
which the farm is located. Such opera¬ 
tor will be representative of the farmers 
in the area who possess average skills 
and managerial ability. The typical 
operator to be assumed should not be one 
who is significantly above or below aver¬ 
age in managerial ability for the area. 
For example, the appraiser will assume 
that the operator would be a typical 
dairyman if the farm being appraised is 
in an area where both dairy farming and 
corn-hog farming have proven success¬ 
ful and the farm has building and land 
resources, including improvements to be 
made in connection with the loan, which 
make it more suitable for dairying. 

§ 1809.2 Definitions of values to be rec¬ 
ommended. 

(a) Normal earning capacity value. 
This value is defined as the maxi¬ 
mum amount that can be invested 
safely in a family-type farm con¬ 
sistent with the net income that the farm 
unit reasonably can be expected to pro¬ 
duce, after any planned land and build¬ 
ing improvements are completed. A 
distinction will be made between “nor¬ 


mal earning capacity” and “normal 
earning capacity value.” The term 
“normal earning capacity” means the 
long-time average annual production 
and income that reasonably can be ex¬ 
pected from the farm. The term “nor¬ 
mal earning capacity value” is an ex¬ 
pression of the value of the farm based 
on its normal earning capacity. It is 
determined in connection with family- 
type farms being considered for Title I 
loans. For a normal earning capacity 
appraisal, the appraiser will: 

(1) Make the following assumptions: 

(i) The farm will be operated by a 
typical owner-operator for the area. 

<ii) Cropping and livestock systems 
used are typical for the farm under con¬ 
sideration and will maintain the antici¬ 
pated productivity. In determining the 
proper cropping system, the appraiser 
will take into account acreage allotments 
for the basic crops. 

(ill) Average crop yields and live¬ 
stock production estimates are used for 
the farm under consideration. 

(iv) Approved commodity prices and 
farm operating costs are employed in 
estimating net income. 

(v) The farm will be improved as 
shown in the Farm Development Plan. 

(vi) The normal farm operating and 
family living expenses, the cost of nec¬ 
essary farm and equipment repairs and 
replacements, and principal and interest 
payments will be met out of farm income. 

(vii) Income credited to the farm will 
include only income from the sale of 
farm commodities. 

(2) Consider the amount that could 
be invested in the farm based upon cap¬ 
italization of the net farm income avail¬ 
able for payment on real estate loans. 
The minimum capitalization rate will be 
six percent. Farming systems which in¬ 
clude major enterprises considered to be 
high-risk enterprises, or farms located 
in areas with unusual hazards such as 
droughts, hail, flood, and frosts which 
cause yields to fluctuate to the extent 
that net farm income is reduced signifi¬ 
cantly at rather frequent intervals, 
should be capitalized at rates higher than 
six percent. 

(3) Determine the normal earning ca¬ 
pacity value which should be consistent 
with and supported fully by the earning 
ability of the farm. Such value, however, 
is not merely a mathematical computa¬ 
tion resulting from capitalization of the 
net farm income available for payment 
on the real estate loan(s). Some other 
factors that he must consider in deter¬ 
mining normal earning capacity value 
are: 

(i) The desirability of the farm for a 
home. 

(ii) The adaptability of the farm for 
alternative systems of farming. 

(iii) Natural characteristics of the 
farm that would cause it to remain pro¬ 
ductive or characteristics that would 
cause production to decline because of 
such factors as erosion or leaching. 

(b) Normal market value of farm as 
improved. This value is defined as the 
amount a typical purchaser would, under 
normal conditions, be willing to pay and 
be justified in paying for the farm, as 


improved, for farming purposes and for 
any nonagricultural assets the farm may 
have. This value is reflected by prices 
at which comparable properties in the 
community have been sold for similar 
use over a period of years, assuming 
long-time prices and costs. This value 
assumes that the farm normally may be 
expected to sell for that amount with a 
reasonable amount of effort and that the 
purchaser is a willing but not anxious 
buyer and the seller is a willing but not 
forced seller. Some of the important 
factors that the appraiser must consider 
in determining the normal market value 
are: 

(1) Net farm earnings to the owner- 
operator and to the landlord based on 
long-time prices and cost. 

(2) Improvement shown on the Farm 
Development Plan. 

(3) Hazards of weather and high- 
risk enterprises. 

(4) Location of farm with respect to 

(i) Off-farm employment opportuni¬ 
ties and dependability of such employ¬ 
ment. 

(ii) Community services such as 
schools, churches, markets, trading cen¬ 
ters, and roads. 

(5) Condition and suitability of build- 

ln ^6) Condition and productivity of 

land. . 

(7) Nonagricultural assets such as 

timber, giavel, stone, or proven 
minerals. „ 

(8) The price at which comparable 
properties In the area have sold. These 
prices will be adjusted to normal market 

values. , . 

(9) Opinion of Informed people who 
are familiar with real estate values in 
the area such as agricultural 

real estate brokers, and private and co¬ 
operative lenders. 

(c) Normal market value of ®? re 5£ < 
to be purchased. This value will be de¬ 
termined as outlined In paragraph w 
of this section, except ttot fanned im¬ 
provements to be made by the applicant 
In connection with the loan will not 
considered. . . . 

<d> Present market value of t ar ™° 

improved. This value Is defined as the 

amount a typical purchaser wouldhe 
willing to pay and be justified 
for the farm, as Improved. *«*"*£?, 
purposes and for any nonagricultural 
assets the farm may have. This vam 
assumes that on the current market tne 
farm may be expected to se '* , of 
amount with a reasonable amoun 
effort and that the purchaser’ to J 

but not anxious buyer and the seller 
a willing but not forced aeller. ln 
termining present market value, _ 
appraiser will consider the same 
as listed In paragraph (b) of tMssec 
as they apply to present conditio^ 
rather than normal conditions. 

§ 1809.3 

cost*, and other basic appraisal u 
Long-time prices for farm commod¬ 
ities. long-time farm operating 
family living costs, and other b 
praisal data will be used In the prep 
tlon of Form FHA-596. 
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(a) Long-time commodity price sched¬ 
ules. A State schedule of long-time farm 
commodity prices will be prepared by the 
State Director. Each State schedule will 
be submitted to the National Office for 
approval before issuance. 

(b) Cost schedules. A State schedule 
of cost items will be prepared by the 
State Director. 

(c) Other basic appraisal data. The 
State Director will assemble other basic 
appraisal data for use of employees au¬ 
thorized to appraise farms as an aid to 
securing greater consistency in apprais¬ 
als. All available sources of materials 
such as publications of Agricultural Ex¬ 
periment Stations, Agricultural Colleges. 
United States Department of Agriculture, 
and so forth, should be utilized in de¬ 
veloping and assembling the data. Such 
data will include to the extent practica¬ 
ble: 

(1) A listing of recognized systems of 
farming, and the areas in the State 
where applicable. 

(2) Standard crop rotations for vari¬ 
ous soils, conditions, and enterprises. 

(3) Approved feed tables. 

(4) Hired labor cost figures. 

(5) Machinery requirements and de¬ 
preciation rates. 

(6) Tractor expense data. 

(7) Values of buildings and deprecia¬ 
tion rates. 

(8) Method of determining the cash 
expense for family living. 

(9) Capitalization rates. 

(10) Other items which will be help¬ 
ful to appraisers. 


PART 1810— RATES ON, AND TERMS 
AND CONDITIONS OF THE INSUR¬ 
ANCE OF, INSURED LOANS 

Sec. 

1810.1 Definitions. 

1810.2 General. 

1810.3 Rates payable by borrowers on in¬ 

sured loans. 

The Provisions of this Part 
un der sec. 510. 63 Stat. 437. sec. 
qjftf ^ 186t secs - 307 ’ 308 ’ 309. 339. 75 
SS 318, 8eC * 515 < b >* 76 Stat. 671. 

1?85< m ' Z2** 4 ° 8: 42 USC - « 80 . 1484 . 

7 0 - SC - 1927 - 1928 - 1929 . 1989; 

m f h iUT ° f Aer - 29 F B ■ 16210> 1684 °- 

§ 1810.1 Definitions. 

As used in this part: 

cultumw? 11 ?? 0 ® fund ” means the Agrl- 
svaiiahL Cre ^ t Insurance Fund made 
ConwHrf% !J der 309(a) of the 

tratSn d A Farmers Home Admlnis- 
or the pf, 1 *? f Ti 961 (7 U ' S C - 1929(a)), 
made avLmihi Houslnc In surance Fund 
the Hn»=i!? ble . under ^tion 517(e) of 
I487<e)7 Ct 01 1949 (42 U SC - 

loan insurlH 1 . °'i’ nerslll P loan " means a 
of the Cor^r^ d . er . sections 302 and 303 
nCrS?! Farmers Home Ad- 
J^suaUon Act of 1961 (7 U.S.C. 1922, 

loan lnsMedu n n d ri. Wate I. loan " means a 
of the Conli ? d 5 r sectlons 304 and 306 
miwSraU^^ 4 *? Farmers Home Ad- 
1926). 0,1 Act of 1961 (7 U.S.C. 1924, 


(d) “Labor Housing loan” means a 
loan insured under section 514 or section 
517(b) of the Housing Act of 1949 (42 
UJ5.C. 1484, 1487(b)). 

(e) “Senior Citizens Rental Housing 
loan” means a loan insured under section 
515(b) or section 517(b) of the Housing 
Act of 1949 (42 U.S.C. 1485(b). 1487(b)). 

(f) “Rural Housing loan” means a 
loan insured under section 517 <.a> of the 
Housing Act of 1949 (42 U.S.C. 1487(a)). 
A Rural Housing loan is insured under 
clause (1) of the section if the borrower’s 
family income is low or moderate, and 
under clause (2) if the income is above 
moderate. 

(g) “Public body” means a borrower 
whose obligations bear interest exempt 
from Federal income taxation. 

§ 1810.2 General. 

(a) The Farmers Home Administra¬ 
tion insures loans made initially with 
money supplied by other lenders. The 
agency also makes loans out of the in¬ 
surance fund and then sells and insures 
them, and resells on an insured basis 
loans previously purchased from insured 
holders. In any such type of case, col¬ 
lections are made by the Farmers Home 
Administration as agent of the insured 
holder and then transmitted to the 
holder. Depending upon the terms of 
the contract of insurance in each case, 
the agency may (1) retain an agreed 
portion (the “annual charge”) of the 
collections on the loan, (2) pay the 
insured holder the entire collections on 
the loan annually, or (3) pay the entire 
collections plus an additional amount 
annually. Also, the contract of insur¬ 
ance may give the insured holder the 
optional right to require the Farmers 
Home Administration to repurchase the 
loan within a designated time interval 
after the lapse of a specified “fixed 
period” following the date of the Insur¬ 
ance contract. Each insurance contract 
provides for the annual rate of yield 
which the insured holder is entitled to 
receive in addition to principal. 

(b) Rates payable by borrowers are 
specified in § 1810.3. 

(c) Current information regarding 
yield rates to lenders and fixed periods 
may be obtained from any county or 
State office of the Farmers Home Ad¬ 
ministration or from its national office 
at 14th and Independence Avenue SW., 
Washington, D.C. 20250. A list of the 
county and State offices is contained in 
the Directory of Organization and Field 
Activities of the Department of Agricul¬ 
ture. Agriculture Handbook No. 76, 
available from the Superintendent of 
Documents, U.S. Government Printing 
Office. Washington, D.C. 20402. 


(b) For Rural Housing loans to bor¬ 
rowers with above-moderate family in¬ 
come, rates payable by borrowers will be 
interest at 5% percent, and an insurance 
charge at one-half percent, per year on 
the unpaid principal balance. 

(c) For Senior Citizens Rental Hous¬ 
ing loans, the interest rate payable by 
borrowers will be 5% percent per year 
on the unpaid principal balance. 

(d) For Labor Housing and Soil and 
Water loans to public bodies, the interest 
rate to the lender will be determined by 
competitive bidding or negotiation at the 
time the loan is made. The interest rate 
payable by the borrower w T ill be the sum 
of the interest rate to the lender plus 
any annual charge specified by the 
Farmers Home Administration for each 
case or class of cases. 


SUBCHAPTER B—LOANS AND GRANTS PRI¬ 
MARILY FOR REAL ESTATE PURPOSES 

PART 1821—FARM OWNERSHIP 
LOANS 

Sec. 

1821.1 General. 

1821.2 Objectives. 

1821.3 Supervisory assistance. 

1821.4 Definitions. 

1821.5 Eligibility requirements. 

1821.6 Preference. 

1821.7 Loan purposes. 

1821.8 Loan limitations. 

1821.9 Terms of loans. 

1821.10 Security requirements. 

1821.11 Special requirements. 

1821.12 Suitability of farm for the Farm 

Ownership Program. 

1821.13 Technical and legal services. 

182114 Mineral rights. 

1821.15 Optioning of land. 

1821.16 Deferred payments. 

1821.17 Junior mortgage loan. 

1821.18 Certification by County Committee. 

1821.19 Loan approval. 

1821.20 Requesting title service and accept¬ 

ing option. 

1821.21 Actions subsequent to loan ap¬ 

proval. 

1821.22 Loan closing actions. 

1821.23 Subsequent Farm Ownership loans. 

1821.24 Reamortization of existing Farmers 

Home Administration debts. 

Authority: The provisions of this Part 
1821 Issued under secs. 2 , 4 . 64 Stat. 98, 100 
secs. 302, 303, 305. 307. 308, 309, 333 , 339 , 75 
Stat. 307. as amended, 308 as amended. 309, as 
amended, 314, 318, sec. 343, 76 Stat 632* 7 
y*,C. 1922, 1923. 1925. 1927, 1928. 1929. 1983, 
1989, 1991. 40 VJBJC. 440, 442; Orders of Sec. 

28 fS 9670 FJl ’ 74 ‘ 26 F R ' 84 ° 3 ' 27 F ‘ B ‘ ° 057 - 


§ 1810.3 Itnlr, payable by borrowers on 
insured Ioann. 

(a) For (1) Farm Ownership loans, 
(2) Labor Housing and Soil and Water 
loans to applicants other than public 
bodies, and (3) Rural Housing loans to 
borrowers with low or moderate family 
Income, the interest rate payable by bor¬ 
rowers will be 5 percent per year on the 
unpaid principal balance. 


§ 1821.1 General. 

This part prescribes the policies, pro- 
cedures, and authorizations for making 
initial and subsequent insured and direct 
Farm Ownership loans on not larger than 
family farms. Whenever possible, the 
credit needs of an applicant will be met 
with an insured loan. If a local lender 
is not available, the loan may be made 
from the Insurance fund provided funds 
are available and the loan is not less 
than $3,000. The policies, procedures 
and authorizations prescribed in this part 
are generally applicable to loans with 
funds which may be available under an 
agreement pursuant to section 2(f) of the 
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Rural Rehabilitation Corporation Trust 
Liquidation Act. 

Additional provisions for making spe¬ 
cial types of Farm Ownership loans are 
contained in Subchapter D of this 
chapter. 

§ 1821.2 Objectives. 

The basic objectives of the Farmers 
Home Administration in making Farm 
Ownership loans are to assist eligible 
farmers and ranchers to become owner- 
operators of not larger than family 
farms, to make efficient use of their land, 
labor, and other resources, and to carry 
on sound and successful farming opera¬ 
tions. The objectives of the Farm 
Ownership loan program will be ac¬ 
complished through the extension of 
credit and supervisory assistance. 

§ 1821.3 Supervisory assistance. 

Supervision will be provided borrowers 
to the extent necessary to achieve the 
objectives of the loan and to protect the 
interest of the Government in accord¬ 
ance with Part 1802 of this chapter. 
Such assistance consists of farm and 
home planning, record keeping, analyz¬ 
ing the farm business, and giving man¬ 
agement advice. 

§ 1821.4 Definitions. 

The term “farm,” except as modified 
by § 1821.10(d), includes a tract or tracts 
of land used in the production of crops 
or livestock, including the production of 
fish under controlled conditions, and 
any land and improvements used in a 
recreational enterprise. 

(a) Adequate family farm. An ade¬ 
quate family farm or ranch is defined as 
a farm (1) that is of sufficient size and 
productivity to furnish income that will 
enable a farm family to have a reason¬ 
able standard of living, pay operating ex¬ 
penses, including maintenance of neces¬ 
sary livestock, fish, farm and home 
equipment, land, buildings, and other 
farm structures, pay their debts, and 
have a reasonable reserve to meet un¬ 
foreseen emergencies, (2) for which the 
management of the farm and recrea¬ 
tional enterprise is furnished by the op¬ 
erator and Ills immediate family, and 
(3) for which the labor, including any 
labor necessary for the recreational 
enterprise, is furnished primarily by such 
operator and his immediate family ex¬ 
cept during seasonal peak-load periods. 
It is not intended to include in this defi¬ 
nition farms which require large amounts 
of seasonal hired labor. 

(b) Other family farms. An "other” 
family farm is a farm on which the ap¬ 
plicant’s income from the land he owns 
will be insufficient to meet the require¬ 
ments of an adequate family farm as de¬ 
fined in paragraph (a) of this section. 
However, to be suitable for a Farm 
Ownership loan, such a farm must be 
one (1) that will produce agricultural 
commodities in sufficient quantities that 
the proceeds from their sale will be a sub¬ 
stantial portion of the operator’s total 
cash income, (2) that will provide farm 
income which together with any income 
from other sources including recreational 
enterprises will enable the family to have 


a reasonable standard of living, pay oper¬ 
ating expenses, including maintenance of 
necessary livestock, fish, farm and home 
equipment, land, buildings and other 
structures, pay their debts, and have a 
reasonable reserve for unforeseen emer¬ 
gencies, (3) for which the management 
of the farm and recreational enterprise 
is furnished by the operator and his im¬ 
mediate family, (4) for which the labor, 
including any labor necessary for the 
recreational enterprise, is furnished pri¬ 
marily by the operator and his immediate 
family except during seasonal peak-load 
periods, and (5) which will be recognized 
in the community as a farm rather than 
a rural residence. It is not Intended to 
include in this definition operations 
which require large amounts of seasonal 
hired labor. The scale of operations con¬ 
ducted by the operator of any such farm 
on the land he owns and any rented land 
must not be larger than the operations 
conducted by operators of adequate 
family farms. 

(c) Mortgage . The term "mortgage” 
includes any form of security interest or 
lien upon any rights or interests in prop¬ 
erty of any kind. 

(d) Security . The term "security” in¬ 
cludes any rights or interests in property 
of any kind subject to a mortgage. 

(e) Insured loan. As used in Farmers 
Home Administration regulations, the 
term "insured loan” means (1) a loan 
made from funds furnished by lenders 
and insured by the Government at the 
time of loan closing, or (2) a loan made 
from the Agricultural Credit Insurance 
Fund, also referred to as insurance fund, 
to be sold to a lender and insured at the 
time of sale. The term "private lender” 
means any source of insured funds other 
than the insurance fund and funds 
made available under an agreement pur¬ 
suant to section 2(f) of the Rural Re¬ 
habilitation Corporation Trust Liquida¬ 
tion Act. 

(f) Direct loan. "Direct loan” means 
a loan made with funds from the Fanners 
Home Administration direct loan ac¬ 
count. 

§ 1821.5 Eligibility requirements. 

To be eligible for a Farm Ownership 
loan, each applicant must: 

(a) Be a citizen of the United States. 

(b) Possess legal capacity to incur 
the obligations of the loan. 

(c) Be an individual who has a farm 
background and either training or farm 
experience sufficient to assure reasonable 
prospects of success in the proposed 
farming operation. 

(d) Possess the character, ability, and 
industry necessary to carry out the pro¬ 
posed fanning operation and honestly 
endeavor to carry out the undertakings 
and obligations required of him in con¬ 
nection with the loan. 

(e) Be unable with his own resources, 
or be unable to obtain sufficient credit 
elsewhere, to finance his actual needs at 
reasonable rates and terms, taking into 
consideration prevailing private and co¬ 
operative rates and terms in the com¬ 
munity in or near which he resides for 
loans for similar purposes and periods 
of time. 


(f) After the loan is made, be the 
owner-operator of a farm which will pro¬ 
duce a substantial portion of his total 
income. However, if the applicant is not 
engaged in farming, he must obtain a 
major portion of his cash income from 
farming after the loan is made. 

(g) Be or intend to become the owner- 
operator of not larger than a family 
farm. 

(h) When a loan for recreational pur¬ 
poses is being considered, possess the 
ability necessary to carry out the pro¬ 
posed enterprise. 


§ 1821.6 Preference. 


Preference will be given to: 

(a) Veterans, as defined in Part 1801 
of this chapter. The applications on 
hand from veterans will be given prefer¬ 
ence over applications of nonveterans on 
file at the same time. 

(b) Applicants who are married or 
have dependent families, are owners of 
livestock and farm implements neces¬ 
sary to successfully carry on farming op¬ 
erations, and are able to make down 
payments. 


§1821.7 Loan purpose*. 

Loans may be made to: 

(a) Purchase or enlarge a farm in¬ 
cluding any land for recreational pur¬ 
poses which is or will be not larger than 
a family farm. 

(b) Construct or improve buildings 

and facilities on the applicant’s farm 
including: _ . . 

(1) The construction of essential out 
modest farm dwellings and service build¬ 
ings, including facilities and structures 
for recreational uses or fish farming, and 
the improvement, alteration, repair, re¬ 
placement, relocation, or purchase and 
transfer of essential dwellings and farm 
service buildings, including facilities and 
structures for recreational uses or nsn 
farming such as docks, fish hatcheries, 
shooting blinds, refreshment stands, 
lodging faculties, picnic areas, archery 
courses, tennis courts, shuffleboard, ana 

so forth. . .. 

(2) The instaUation of domestic *a- 
ter and sewage disposal systems, ana 
the purchase and installation of 
ment or faciUties necessary to the effi¬ 
cient operation of the farm or recr 
tional faculty, provided the items upon 
Installation become a part Of the rew 
estate or customarily pass with the farm 
when It is sold. When funds are use 
construct facilities for the farm er rec 
reatlonal facility, such as a road, dawn, 
or power, gas. or water line on other 
land, an easement or right-of-way 

be obtained. am,p1od- 

(c) Provide land and water dcvei p 
ment. use. and conservation essent. 
the operation of the farm and jeew 
tional facility, such as fe *} ci "!’ , ove . 
clearing, establishment and W 
ment of permanent hay or P - 
drainage and irrigation f “UlU 1 fish 
application of lime driving 

ponds, dams, nature trails. 8°lf 

ranges, lakes, hiking tralls fmd ^mp 
sites, and the development or 
of a water supply or right. Als . 
funds may be used to pay that pan 
the cost of faculties, improvements. a 
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practices which Is to be earned by par¬ 
ticipation in the Agricultural Conserva¬ 
tion or Great Plains programs only when 
such costs cannot be covered by purchase 
orders or assignments to material sup¬ 
pliers or contractors. If loan funds are 
advanced and the portion of the pay¬ 
ment for which the funds were advanced 
likely will exceed $500, the applicant will 
assign the payment to the Farmers Home 
Administration. 

(d) Refinance secured and unsecured 
debts as provided in § 1821.11(d). 

(e) Pay expenses incident to obtain¬ 
ing plans and making the loan, such as 
fees for legal, architectural, and other 
technical services, which are required 
to be paid by the borrower and which he 
cannot pay from other funds. Loan 
funds also may be used to pay the bor¬ 
rower’s share of Social Security taxes 
for labor hired by the borrower In con¬ 
nection with making the planned build¬ 
ing Improvements. 

(f) Pay costs Incident to land and wa¬ 
ter development, use, and conservation 
essential to the borrower’s farming op¬ 
eration on land not owned by him pro¬ 
vided the amount loaned for such im¬ 
provements does not exceed $2,500. 

§ 1821.8 Loan limitations. 


(a) A Farm Ownership loan will not 
be approved if: 

(1) The borrower’s unpaid principal 
balance plus any past-due interest 
against his farm or other security or 
both plus the amount of the loan will 
exceed $60,000. 

(2) The amount of the loan and the 
unpaid principal balance plus any past- 
due interest on other liens against the 
iarm will exceed the normal value of 
me farm and, when applicable, the nor¬ 
mal value of any other security, as deter¬ 
mined by the loan approval official, or 
tne loan exceeds the amount certified by 
me County Committee. 

<3) The noncontiguous character of a 
*!l ontaining ^ wo or more tracts is 
such that an efficient farming operation 
^ recreational enterprise cannot be 
onducted due to the distance or inade- 
Q ate rights-of-way or public roads be- 
tween the tracts. 

thi b f * un <is may not be used for 
me following purposes: 

items not considered to 

°* the * arm such as f ftrm 
con C ^i!! e !7 and e( * ul Pment, appliances. 
tomr>Kn Ctlon and maintenance tools, au- 
r^H eS * , trucks * boats, and other 
be equipment that would not 

* considered real estate. 

whirh ^ cq 4 ulre land or develop a farm 
tKSJf l n an area designated for re¬ 
st^i, r01 ? agriculture by Federal, 
°«ie, or local agencies. 

A ny Farmers Home 
sent of debt s without prior con- 

Of the National Office. Ordinarily, 
not bp L« 0me Administration debts will 
tower L 6fl i' a i? Ced even though the bor- 
Stanted in^t Unquent - Consent will be 
It tg e xceptional case only when 

other^L P f sslble the loan or 

the 22? 9 accomplish the objectives of 

l >nnctae thn a i°- nd basls wlthout reft- 
mg existing debts. 


(4) To pay debts incurred after the 
loan is approved and prior to the clos¬ 
ing of a Farm Ownership loan except 
fees for legal, architectural, and other 
technical services and except as author¬ 
ized in § 1821.22(d)(2). The County 
Supervisor, not later than the time of 
planning farm improvements, will advise 
each applicant that construction work 
must not be started and that debts for 
such work or materials must not be in¬ 
curred before the loan is closed. If. 
nevertheless, the applicant incurs debts 
for materials or construction before the 
loan is closed, the County Supervisor 
may authorize the use of Farm Owner¬ 
ship funds to pay such debts only upon 
documentation of the facts in the case 
and when he finds that all of the follow¬ 
ing conditions exist: 

(i) The debts were Incurred after ap¬ 
proval of the loan, except that in the 
case of a subsequent loan to complete im¬ 
provements previously planned, the debts 
were incurred after the Initial loan was 
closed. 

(11) The applicant is unable to pay 
such debts from his own resources or to 
obtain credit from other sources and 
failure to authorize the use of Farm 
Ownership funds to pay such debts 
would impair the applicant’s financial 
position. 

(iii) The debts were incurred for au¬ 
thorized Farm Ownership loan purposes. 

(iv) The construction or repair work 
conforms to that shown on Form FHA 
424-1, “Development Plan.” 

(5) To acquire land when a major 
part of the cropland on the farm will be 
in the conservation reserve program for 
two or more full crop years after the date 
of loan approval, unless the State Di¬ 
rector determines that the applicant will 
be able to conduct at least an “other” 
family farming operation on the land not 
included in the conservation reserve pro¬ 
gram. 

§ 1821.9 Terms of loans. 

(a) Amortization period. Each loan 
will be scheduled for payment within the 
shortest period consistent with the abil¬ 
ity of the borrower to pay. In no case 
will the payment period exceed 40 years 
from the date of the note. For a loan 
of $2,500 or less that is not secured by a 
real estate mortgage, the payment period 
will not exceed 10 years. 

(b) Interest , annual charge, and re¬ 
purchase agreement. The interest rate 
to the borrower will be 5 percent per year 
on the unpaid principal balance of the 
loan. For insured loans, the rate of in¬ 
terest, the rate of annual charge, and the 
repurchase agreement will be as provided 
in Part 1810 of this chapter. 

§ 1821.10 Security requirements. 

(a) General. Each Farm Ownership 
loan will be adequately secured to pro¬ 
tect the interest of the Government. 

(1) Any loan of more than $2,500 and 
any loan to be paid in more than 10 years 
from the date of the note will be secured 
by a mortgage on the applicant’s entire 
farm, except as provided in paragraph 
(b) (1) of this section. Usually loans of 
more than $2,500 will be secured only by 


real estate. When necessary to supple¬ 
ment the applicant’s equity in the farm 
or to facilitate servicing the loan, a mort¬ 
gage also may be taken on nonfarm real 
estate or on chattel or other property 
owned by the applicant. However, non- 
real estate may not be relied on for more 
than $2,500 of a loan. 

(2) A loan of not more than $2,500 to 
be paid in not more than 10 years from 
the date of the note may be secured by 
either real estate or chattels, or both: or 
other security that cannot be converted 
to cash without Jeopardizing the borrow¬ 
er’s farming operations or means of 
livelihood. Examples of other security 
are: Cash value of life insurance policies, 
cooperative memberships, income-pro¬ 
ducing leases, or water stocks which are 
transferable and have security value. 

(3) Whenever both real estate and 
chattel security are taken for a Farm 
Ownership loan and the payment period 
of the loan will exceed the maximum pe¬ 
riod for which the chattel lien may be 
valid under State law. the loan approval 
official will determine whether the real 
estate security will be adequate to secure 
the scheduled unpaid balance of the loan 
when the chattel lien expires. 

(b) Real estate. (1) When the loan 
is to be secured by real estate, a mortgage 
on the entire farm owned by the appli¬ 
cant will be obtained, except as pro¬ 
vided in this subparagraph. If the 
applicant’s title to any part of the farm 
is defective (either in the sense that it 
is not good title marketable in fact or 
that the State law will not recognize a 
mortgage upon it or will not permit such 
a mortgage to be recorded) and cannot 
be cured at reasonable cost, the loan 
may nevertheless be made If (i) the part 
of the applicant’s farm to which title Is 
not defective qualifies as an adequate or 
other family farm, (ii) the value of such 
part of the farm and the value of neces¬ 
sary and available additional security is 
adequate to secure the loan, and (ill) 
any improvements to be made with loan 
funds will be located on the part of the 
farm to which title is not defective, ex¬ 
cept that up to $2,500 in loan funds may 
be used for land and building improve¬ 
ments on a part of the farm owned by 
the applicant to which title is defective. 
Any part of the farm to which title is 
defective may be omitted from the mort¬ 
gage if the loan approval official deter¬ 
mines that the applicant’s interest is of 
such a nature that it is not mortgageable 
or that to include it would unduly com¬ 
plicate loan servicing or liquidation. 

(2) A junior mortgage may be taken 
as security for a loan, provided: 

(i) The prior mortgage(s) does not 
contain such future advance provisions, 
payment schedules, provisions for sum¬ 
mary forfeiture or cancellation, or other 
provisions as may jeopardize the Gov¬ 
ernment’s security position or the bor¬ 
rower’s ability to pay the Farm Owner¬ 
ship loan; or 

(ii) Such provisions of the prior 
mortgage (s) are satisfactorily limited, 
modified, waived, or subordinated. 

(3) When a life estate is involved, a 
loan may be made to the life estate 
holder and the remainderman if all par- 
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ties involved are eligible for a Farm 
Ownership loan and join in executing 
the mortgage and note. However, when 
one or more of the remaindermen are 
minors or otherwise legally incompetent, 
the Administrator may authorize the 
making of a Farm Ownership loan if the 
loan approval official determines such a 
loan to be otherwise sound and proper 
and the necessary security can be 
obtained. 

(c) Chattel or other nonreal estate 
security. When authorized by paragraph 
(a) of this section, a mortgage may be 
taken on selected items of chattel or 
other nonreal estate security if such a 
mortgage will not interfere with the ap¬ 
plicant’s obtaining needed operating 
credit. 

(1) Whenever a chattel mortgage is 
taken as security for a loan, it ordinarily 
will be a first lien. In an exceptional 
case, a mortgage subject to the mortgage 
held by another creditor or the Farmers 
Home Administration may be taken on 
chattel property provided the applicant 
clearly has sufficient mortgageable equity 
in chattels to provide the necessary 
security. 

(2) When the loan includes funds for 
items of equipment upon which a chattel 
lien is necessary to adequately secure the 
loan, a severance or subordination agree¬ 
ment will be obtained, when appropriate. 

(3) In a State in which a chattel mort¬ 
gage is not valid for as long as may be 
needed by applicants for the repayment 
of the loan, the instructions for making 
loans secured by chattel mortgages is¬ 
sued by the State Director will be 
followed. 

(d) Miscellaneous security items. Or¬ 
dinarily, the applicant’s farm is consid¬ 
ered to include the land, buildings, 
fences, water, water stock, water facil¬ 
ities, and other improvements or appur¬ 
tenances which by custom pass with 
farms in the change of ownership. How¬ 
ever, in some instances certain improve¬ 
ment items or facilities which usually 
pass with the farm in a change of owner¬ 
ship are considered personal property 
and would not be conveyed to the pur¬ 
chaser. In other instances, items not 
generally considered to be a part of the 
real estate pass with the farm in a 
change of ownership. When the loan 
approval official determines the items in¬ 
volved in either case are a part of the 
farm and necessary for its efficient oper¬ 
ation, funds may be included in the 
Farm Ownership loan to purchase such 
items. The County Supervisor, with the 
advice of the designated attorney, title 
insurance company, or the Office of the 
General Counsel, will ascertain that such 
items are free from any liens or encum¬ 
brances and are specifically included in 
the real estate or chattel mortgage. 


§ 1821.11 Sperial requirement* 

(a) Dwellings and farm service build¬ 
ings. Buildings adequate for the planned 
operation of the farm must be available. 
The necessary buildings will be located 
on the applicant’s farm unless the ap¬ 
plicant owns buildings which are not 
considered a part of his farm and ordi¬ 
narily would not pass with the farm In a 


change of ownership; or, the applicant 
can depend on rented buildings which 
will be available to him. In either case, 
the buildings must be of such type and 
condition and so located that the appli¬ 
cant could operate his farm successfully. 
When an applicant depends on rented 
buildings or owned buildings not con¬ 
sidered to be a part of the farm, it must 
be determined that those buildings or 
other suitable buildings likely will be 
available for the period of the loan. 

(b) Land development . Adequate 
land development to place the farm in 
an operable condition for a successful 
operation of the farm and recreational 
facility at the outset will be provided in 
connection with each loan. To the ex¬ 
tent practicable, recommendations of the 
Forest Service, State Agricultural Exten¬ 
sion Service, and the Soil Conservation 
Service should be included in the de¬ 
velopment plan, as well as in the farm 
and home plans. In planning land de¬ 
velopment with the applicant, the 
County Supervisor will encourage him to 
use any cost-sharing assistance consist¬ 
ent with his plans that may be available 
to him through the Agricultural Con¬ 
servation Program. 

(c) Planning and performing farm 
development. The development work 
will be planned and completed in accord¬ 
ance with Part 1804 of this chapter. 

(d) Refinancing of debts and obtain¬ 
ing additional credit from present cred¬ 
itors or others. (1) When an applicant’s 
request includes the use of loan funds for 
refinancing of debts, it must be deter¬ 
mined specifically that his present cred¬ 
itors will not give him rates and terms on 
the existing debts that he reasonably 
could be expected to meet. A determina¬ 
tion also must be made that his present 
creditors or other source will not extend 
to the applicant the additional credit he 
needs at such rates and terms. Before 
refinancing any debts or portion of any 
debt or developing a loan that will be 
secured by a lien junior to an existing 
lien, the County Supervisor will: 

(i) Discuss with the applicant the pos¬ 
sibility of securing the needed credit 
from the applicant’s present creditors 
or other sources. He will request the ap¬ 
plicant to contact his present creditors 
to explain his needs for better terms or 
additional credit. The County Super¬ 
visor may request the applicant to ask 
his creditors to renew, extend, change, 
or reduce the present debts, as appropri¬ 
ate. He will also advise the applicant 
of other credit sources available in the 
area which might assist him with his 
credit needs and ask him to contact such 
sources. If the applicant is unsuccessful 
in his efforts to obtain credit or to get a 
revision of the rates and terms of his in¬ 
debtedness, the County Supervisor will 
obtain from the applicant the reasons 
given for not assisting the applicant and 
document such information in the run¬ 
ning record. 

(ii) If the County Supervisor is noti¬ 
fied by the applicant that his negotia¬ 
tions with the present creditors or other 
sources were unsuccessful, he will deter¬ 
mine, on the basis of the applicant’s 
financial statement, planned income and 


expenses, estimated amount available for 
debt payment and the additional factors 
presented by the applicant, whether it 
appears necessary to refinance the debts 
or any portion of the debts or obtain a 
change in the rates and terms. When 
it is determined that refinancing may 
be necessary, the County Supervisor will 
contact in person, when practicable, 
each secured creditor and each unsecured 
creditor to whom substantial debts are 
owed for the purposes of verifying neces¬ 
sity for refinancing. If the loan is to 
be processed, a statement of each se¬ 
cured account showing the final due 
date, interest rate, annual installment, 
amount of principal and interest de¬ 
linquent, unpaid principal, and accrued 
interest, will be obtained. If all. or a 
portion of the accounts are to be refi¬ 
nanced, the amount necessary to settle 
the account in full or to bring the ac¬ 
count current as appropriate will be ob¬ 
tained. In any case in which a mort¬ 
gage is to be taken junior to another 
creditor’s lien, such as the Federal Land 
Bank or an insurance company, the 
County Supervisor will obtain early in 
the loan processing the creditor's deter¬ 
mination with respect to furnishing the 
applicant the additional credit that he 
needs. _ , 

(2) Debts which are secured by real 
estate liens will not be refinanced unless 
such liens are against the farm to be 
given as security for the loan. 

(3) Ordinarily, loans will not be made 

to refinance long-term real estate loans 
of the type generally made by lenders 
such as the Federal Land Banks or insur¬ 
ance companies. When it is necessary 
to refinance such debts, the total debt 
will not be refinanced if a part of tne 
debt can be refinanced on a sound basis 
with the lender’s agreement. The 
of the debt to be refinanced will not 
include more than existing delinquencies 
plus the next installment to become due 
that the borrower will be unable to pa 

(4) When nonreal estate debts are 
being refinanced, preference wiUbegiven 
to paying those that will be most helP 

to the applicant in carrying on farm ana 

home operations. Ordinarily, in the case 
of old unsecured debts or inadequ 
secured debts, the applicant will be re 
quested to contact his creditors and « 
tempt to obtain a substantial reduction 

° f fef Income from other than the ouiwtf 
acreage. In any case in which the 
soundness of the loan depends ^ 
come from the farm and oth ® r f °i iM 
the County Supervisor must Jl^n ad- 
that income from other sources in a^ 
dition to the income from tte land wi 
applicant owns will likely be avaiiao 
to him on a continuing basis. d 

(l) When the applicant must depen^ 
on income from land in addi vlsor 
which he owns, the County 0 ther 
will determine that such lai ]jfee iy 
land of similar quantity and quah V > 1 
will be available during the perio 
loan, or if other land should notee 
available there is a likelUioo vj(lt 
farm employment is available to P 
the income needed. 
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(2) When the applicant must depend 
on income from off-farm employment, 
it must be determined that the off-farm 
income will be reasonably certain to ma¬ 
terialize and continue in the amount 
anticipated, taking into consideration 
the nature of the proposed employment 
and, where possible, the actual employ¬ 
ment for the past 2 or 3 years; and that 
the time required for the off-farm work, 
together with that required for the farm, 
is possible of accomplishment by the ap¬ 
plicant and his immediate family, tak¬ 
ing into consideration hired labor for 
seasonal peak-load periods. 

(f) Income from recreational enter¬ 
prises. Income from a recreational en¬ 
terprise is considered as “other income** 
rather than farm income. The farm and 
home plan will have sufficient informa¬ 
tion attached to determine the feasibility 
and soundness of the applicant’s request 
for Farmers Home Administration as¬ 
sistance in conducting a recreational en¬ 
terprise in conjunction with his farming 
operation. Such information will indi¬ 
cate whether the enterprise provides 
sufficient income to meet its operating 
expenses, depreciation, proportionate 
share of the debt, and make a reasonable 
contribution to the family’s income. 

(g) Supplementary payment agree¬ 
ment. Form FHA 440-9, “Supplemen¬ 
tary Payment Agreement,** should be 
used for each applicant who regularly re¬ 
ceives substantial off-farm income. It 
also should be used for other applicants 
when needed to facilitate servicing the 
account. 

(h) Refinancing of Farm Ownership 
loan, if, at any time, it appears that the 
borrower may be able to obtain a loan 
from a cooperative or private credit 
source at reasonable rates and terms for 
loans for similar purposes and periods of 
wDie prevailing in the area, to refinance 
his loan, the borrower will, upon request, 
apply for and accept such refinancing. 

(i) Farm or residence situated in dif¬ 
ferent counties. If a farm is situated 
ih more than one State, county, parish, 
or locality, the loan will be processed 
and serviced in the State, county, parish, 
or locality in which the borrower’s resi- 
if e ? 4 ? e i? n tbe * arm Is located. However, 
i tne borrower’s residence is not part of 

rarm, the Farm Ownership loan will 
th A Servicec * by fo e County Office serving 
he county in which the farm or a major 
n a on . of farm is located unless 
a PP rov ed by the State Office 
because of transportation difficulties. 

real A loan 

real made ^ applicant who owns 
th« fo s * ate wll ich will not be a part of 

Proner^K P f r ° Vided he dis P° ses of the 
this e * ore tlie lo an is closed or, if 
Of a nrr?m P M acticable * a ^ ees to dispose 
andu^A°fvf tly after loan is closed, 
and hnrn* nefc P roceed s to pay farm 
c ^ases make capital pur- 

Howevpr°fK r < ? duce his indebtedness. 
an applied. S ^ te Rector may permit 
estate J- 0 retain nonlarm real 

estate rr. ded the sale of such real 

applicant Dot materlall y reduce the 
or for rm„ S ?, Ced for a real estate loan 
Perating credit; such real estate 


furnishes the applicant employment; or 
provides the residence for the applicant. 

(k) Joint ownership and joint farming 
operations —(1) Joint ownership and 
farming operation by members of the 
same family other than husband and 
wife. A loan may be made to closely 
related applicants constituting a family 
group residing in not more than two 
households who own or will own a farm 
jointly and conduct a joint farming op¬ 
eration if such applicants are individu¬ 
ally and jointly eligible and the farm 
and the farming operation is not larger 
than a family farm or family farming 
operation. The participation of a mem¬ 
ber of such family in the operation with¬ 
out an ownership interest in the farm is 
not prohibited, but in such case, the re¬ 
sponsibility of management must be in 
the applicant or applicants. In any case, 
it must be determined that because of 
previous experience in working together, 
such family group likely will succeed in 
the proposed joint farming operation. 
All such joint owners will execute the 
application, payment authorization, if 
any, note and mortgage, as well as other 
loan docket forms. 

(2) Separate ownership of the farm 
and joint operations. A loan may be 
made to an eligible applicant who will 
own a farm which is not larger than a 
family farm and wifi conduct a joint 
farming operation with another indi¬ 
vidual provided: 

(i) That, because of previous experi¬ 
ence in working together as farmers, they 
will likely succeed in the proposed joint 
farming operation, and 

(ii) The joint farming operation will 
not be larger than the equivalent of two 
family farm operations. However, such 
operation will not exceed a single family 
farm operation, whenever the individual 
who has an interest in the applicant's 
farming operation does not personally 
perform labor in an amount at least 
equal to his respective interest in the 
operation. 

(1) Debt-settlement cases. A loan 
will not be made to an applicant whose 
debts have been settled pursuant to Part 
1864 of this chapter or who has been re¬ 
leased from personal liability under Part 
1872 of this chapter, as reflected by the 
County Office records, or where settle¬ 
ment under such regulations is con¬ 
templated, unless the applicant’s failure 
to pay his loan indebtedness was the re¬ 
sult of circumstances beyond his control- 
the conditions which necessitated the 
debt settlement or release, other than 
weather hazards, disasters, or price fluc¬ 
tuations, have been or will be removed 
by making of the loan; and the bor¬ 
rower’s operations will be sound and 
afford him a reasonable prospect of re¬ 
paying the loan and meeting his other 
obligations. Before requesting an ap¬ 
praisal or causing the applicant to incur 
any expense in connection with the loan, 
the County Supervisor, if he determines 
that the applicant should be considered 
for a loan, should complete Form FHA 
431-2, “Farm and Home Plan,** and send 
it, together with the application and 
other pertinent information, to the State 
Office for a determination as to whether 


to proceed with development of the loan 
docket. 

(m) Compliance with special laws and 
regulations. Applicants will be required 
to comply with Federal, State, and local 
laws and regulations governing divert¬ 
ing, appropriating, and using water in¬ 
cluding use for domestic purposes, in¬ 
stalling facilities for draining land, and 
making changes in the use of land af¬ 
fected by zoning regulations. The ap¬ 
plicant should also comply with any such 
laws, special licenses, and regulations 
pertaining to recreational or fish farm¬ 
ing enterprises. In any State where 
there are no special laws or regulations 
to comply with, special instructions may 
be issued to advise how to make sound 
loans under such conditions. For ex¬ 
ample, evidence may be needed to deter¬ 
mine the effect that diverting water from 
a stream might have on other users or 
their legal rights as well as the manner 
in which other users or their legal rights 
affect the borrower’s use of the water. 
Furthermore, even though there are no 
specific requirements to be met, it may 
be possible to file with the appropriate 
State authority the facts concerning the 
borrower’s use of water from a stream in 
order that he might have some priority 
rights in case laws or regulations are 
made that will affect the use of water. 

Cn) Area determinations. It will be 
the responsibility of the State Director 
to determine if there are any areas in 
the State where the development of 
ground water for irrigation purposes or 
the drainage of farmland is not recom¬ 
mended. The State Director will make 
this determination with the advice of 
the State Conservationist for the Soil 
Conservation Service, and the State 
Geologist or Engineer, or officials of the 
U.S. Geological Survey, School of Mines, 
or any State Water Board, State agency, 
or person having official functions relat¬ 
ing to use of water or drainage of farm¬ 
land. In areas in which available infor¬ 
mation indicates that the further de¬ 
velopment of ground water or drainage 
is not advisable without a further anal¬ 
ysis of pertinent economic and physical 
data, Farm Ownership loans will be 
limited within the areas to the repair or 
rehabilitation of existing irrigation facil¬ 
ities which will not result in the develop¬ 
ment of additional ground water in ex¬ 
cess of the amount previously used, or 
contain such other restrictions as the 
State Director determines to be neces¬ 
sary. The State Director may require a 
test well prior to the time the applicant 
incurs costs for drilling a well. 

(o) Liens junior to the Farmers Home 
Administration Lien. A loan will not be 
approved if a lien junior to the Farmers 
Home Administration lien likely will be 
taken simultaneously with or immedi¬ 
ately subsequent to the closing of the 
loan to secure any debt the borrower may 
have at the time of loan closing or any 
indebtedness he may incur in connection 
with the Farm Ownership loan, such as 
for a portion of the purchase price of 
the farm or money borrowed from others 
for payments on debts against the farm, 
unless such a lien Is within the $60,000 
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debt limit or the normal value of the 
security, whichever is less. 

<p> Public liability and property dam¬ 
age insurance. Applicants receiving 
loans for recreational enterprise will be 
advised of the possibilities of incurring 
liability and encouraged to obtain public 
liability and property damage insurance. 

(q) Farm Ownership loans to Rural 
Housing , Labor Housing, or Soil and 
Water borrowers. A Farm Ownership 
loan may be made to a borrower in¬ 
debted for a Rural Housing, Labor Hous¬ 
ing. or Soil and Water loan in accordance 
with this part. However, the Farm 
Ownership loan, when added to the un¬ 
paid principal balance plus any past-due 
interest of any Farm Ownership, Soil and 
Water, Rural Housing, or Labor Housing 
loan (whether or not secured by the 
farm) plus other debts against the farm 
or to be given for the Farm Ownership 
loan, will not exceed $60,000 or the 
normal value of the farm and other 
security for the loan, whichever is less. 


§ 1821.12 Suitability of farm for the 
Farm Ownership program. 

(a) Responsibility lor determining 
suitability of farms. The County Super¬ 
visor is responsible for making a prelimi¬ 
nary determination with respect to 
whether a loan can be made on the farm. 
This determination will be based on a 
personal inspection of the farm and the 
consideration of such factors as: Pro¬ 
ductivity of the land; condition and 
adequacy of the buildings; approximate 
value of the farm; approximate amount 
of funds required for land purchase; 
boundaries of the farm; roads, schools, 
markets, other community facilities; tax 
rates; and adequacy of the water supply. 
He also will determine the suitability of 
the farm for the recreational facility or 
fish farming. 

(b) Development of loan docket and 
plans. Farm and home plans will be pre¬ 
pared in accordance with Part 1802 of 
this chapter. Plans for recreational 
enterprises will be developed in accord¬ 
ance with acceptable business practices 
for the enterprise. The farm develop¬ 
ment plan will be prepared in accordance 
with Part 1804 of this chapter. When the 
farm and home plans and the farm devel¬ 
opment plan have been prepared, and 
real estate is to be taken as security for 
the loan, the County Supervisor will re¬ 
quest the services of an appraiser. In any 
case, if it appears that a loan cannot be 
made, the County Supervisor will 
promptly notify the applicant of the 
specific reasons for the decision. In 
case the applicant is dissatisfied with the 
decision and requests further considera¬ 
tion, the County Supervisor may ask the 
County Committee to consider the farm 
and give an opinion regarding its suita¬ 
bility for a Farm Ownership loan. 

§ 1821.13 Technical and legal services. 

(a) Technical assistance. Applicants 
are responsible for obtaining technical 
assistance necessary to plan, construct, 
or establish the improvement or facility 
to be financed with the loan or other 
technical service required in connection 
with the loan. 


RULES AND REGULATIONS 

(b) Appraisal. (1) When real estate 
will be taken as security for the loan, the 
real estate will be appraised by a Farm¬ 
ers Home Administration employee au¬ 
thorized to appraise farms. 

(2) When nonreal estate items will be 
taken as security for a loan, a list of such 
items will be made on a separate sheet or 
State form, if such a form has been de¬ 
veloped, with an estimate of the normal 
value of the security. In determining 
the normal value of chattel security, the 
County Supervisor will take into consid¬ 
eration the length of time the chattels 
will serve as security and the useful life 
of such security. In the case of other 
security, the County Supervisor will in¬ 
clude a supporting statement with his 
estimated value of such security. Such 
a statement wifi include a narrative de¬ 
scription of the security, its current cash 
value, the relative stability of the value 
of the security, and how the property is 
to be mortgaged or otherwise given as se¬ 
curity for the loan. 

(c) Title clearance and legal services . 
(1) When real estate is taken as security, 
title clearance and legal services for mak¬ 
ing and closing the loan will be provided 
in accordance with Part 1807 of this 
chapter. Except for loans involving land 
acquisition, the applicant will be re¬ 
quested to furnish title evidence as soon 
as the County Supervisor determines the 
loan probably will be made. If the 
County Supervisor is doubtful whether 
the loan will be approved, he will not re¬ 
quire the applicant to furnish title evi¬ 
dence until after the loan approval. 
When land is to be acquired title clear¬ 
ance and legal services will not be re¬ 
quested until the loan is approved. 

(2) When no real estate is taken as 
security, the applicant will be required 
to submit the original or a certified or 
photostatic copy of his deed, purchase 
contract, or other instrument evidencing 
ownership. Whenever the County Su¬ 
pervisor is uncertain as to whether or 
not the applicant is the owner of an ade¬ 
quate or other family farm, the County 
Supervisor may require the applicant to 
furnish additional information as to own¬ 
ership of the farm and any further in¬ 
formation that may be needed. 

(3) When chattels are taken as se¬ 
curity, a lien search will be obtained in 
accordance with Subpart B of Part 1831 
of tills chapter. 


§ 1821.11 Mineral rights. 

Borrowers should obtain, to the extent 
practicable, all the mineral rights in any 
land being acquired. For cases in which 
a loan is to be made on property with all 
or part of the mineral rights held by a 
third party, the State Director will estab¬ 
lish guides to assist the County Super¬ 
visor In making a tentative decision as 
to whether to proceed with the loan. 

§ 1821.15 Optioning of land. 

When land ir to be purchased, the ap¬ 
plicant will be responsible for selecting 
the land he intends to purchase and for 
obtaining an option on such land. Ordi¬ 
narily, the County Committee should 
have viewed the applicant with favor be¬ 
fore he is requested to obtain an option. 


The County Supervisor should, if possi¬ 
ble, prior to the applicant’s selection ot 
the land to be purchased, advise him with 
respect to the approximate size and qual¬ 
ity of farms which are generally consid¬ 
ered suitable for the Farm Ownership 
program. Such advice, together with 
the consideration of the applicant s eli¬ 
gibility by the County Committee before 
the land is selected, will save the appli¬ 
cant’s time in looking for farms and will 
reduce the number of options taken on 
farms which are obviously too small, too 
large or too unproductive to qualify for 
the Farm Ownership program. Form 
FHA 443-1, “Option to Purchase Real 
Propertywill be given to the applicant 
with an explanation of the provisions of 
the Form and how it will be completed 
Generally, Form FHA 443-1 should be 
used; however, other option forms may 
be used if their provisions are acceptable. 

(a) The County Supervisor is respon¬ 
sible for examining each completed op¬ 
tion to determine if it is acceptable. 
When the County Supervisor is doubtful 
as to whether the option Is acceptable, he 
will forward it to the State Office with a 
memorandum indicating the extent to 
which the exceptions are or may be 
objectionable and request the advice of 
the State Director. 

(b) The County Supervisor also will 
determine that: 

(1) At least one dollar is actually paid 

to the seller by the applicant and the re¬ 
ceipt for this amount is acknowledged in 
the option. , 

(2) The option is recorded, if neces¬ 
sary. Recordation fees will be paid by 
the applicant. 

(3) The following clause is inserted to 
options in connection with loans whicn 
involve more than one tract: 

The seller agrees that. Irrespective of any 
other provision in this option, the buyer- /k 
his assignees may. if the option U accep . 
without ary liability therefor, refuse to* 
ccpt conveyance of the property d^Dea 
herein if the aforesaid loan cannot be ms - 
ot insured because of defects in the _ 
other land now owned by, or being pure 
by, the buyer. 

(c) When a tract of land is to be op¬ 
tioned and subdivided, the BPpUcai! 
whose name the option is to beta* 
must be advised by the County Supenbor 
that the applicant will not receive arx 
remuneration for assigning intere 
the option to other applicants.™ 
County Supervisor is responsible fo • 
plaining to the seller and l th PP^ 
cant, in whose name the option Is 
the terms and conditions of the P 
including the provision that the sew 
will provide an accurate survej. i 
quired by the Government. 

(1) The County Supervisor wl 
cuss any proposed ^division th 
County Committee and the Area^nts 
visor before any definite co wit |, 
are made to the P r °sP ec . t i''® '..-division 
respect to utilizing 6 tract for s “ 
purposes. He will also obtain the as^ p _ 
ance of the employee auttwr^ 

praise farms in makingathorogh 

of the tract and in plotting th> 
show proposed roads and Whether 

facilities in order to determine «ne 
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it is practicable to subdivide the tract 
into adequate farms. 

(2) If the tract is determined to be 
suitable, an option will be taken on Form 
FHA 443-3, ‘'Option for Purchase of 
Farm-Land to be Subdivided.” The 
tract will be subdivided into units, each 
unit will be surveyed, and the applicant 
in whose name the tract Is optioned 
will execute Form FHA 443-2, “Assign¬ 
ment of Interest in Option (Land to 
be Subdivided)/' with each applicant 
who is to receive one of the units. If it 
becomes necessary for the State Director 
to designate an applicant as assignee of 
an interest in the option. Form FHA 443- 
4. “Designation of Assignee of Interest 
in Option (Land to be Subdivided) ,” will 
be used. 

§ 1821.16 Deferred payments. 

(a) For a direct Farm Ownership loan, 
the initial payment may be deferred until 
the end of the second full crop year from 
the date of the loan. Such payments 
may be deferred only when the Farm and 
Home Plan covering the first full crop 
year indicates that there will be insuf¬ 
ficient income to meet a regular annual 
installment on the loan after farm oper¬ 
ating, family living, and other essential 
expenses are paid during the first or first 
and second full crop years. Further, in 
the judgment of the loan approval offi¬ 
cial, there must be adequate evidence 
that income in subsequent years will be 
sufficient to meet the requirements of the 
loan. The initial payment must always 
to be more than a nominal payment. 
Deferred payments should not be used 
to permit the accelerated repayments of 
other debts, to purchase an unusually 
large amount of capital goods, or to per¬ 
form major items of land development. 
Deferment will be Justified only when: 

(1) There is a substantial reorganiza- 
J on of the farming system, adequate re¬ 
turns from which will be delayed for one 
or two full crop years; or 

(2) There is being established a system 
of farming requiring substantial im- 
P ovements in land clearing, draining, 
leveling, irrigating, basic fertilizing, and 
seeding, or other land development or 
sou improvement operations, adequate 

rom which will be delayed for 
one or two full crop years. 

nHvA ^ or ^ insure d loan made by a 
Pnvate lender, in addition to meeting the 
cquirements for a direct Farm Owner- 

defprroH n> i the lnitM Payment may be 
to ^ nly when the lender has agreed 
L« U *\ de / erment and to® deferment 

Violate state or local l aw s or 

subWf l0n 4rli 0 whlch the lender may be 

rom > ^ hen a loan 15 t0 be ma de 

section or in5liranCe fUIld 0r Under a 

mentmin f> 4u greement * the initial P*y- 
ent w hl not be deferred. 

§ 100 I | 7 _ 

‘ ‘ Junior mortgage loan. 

Juffinr C m^ a ^ loan ls to be 6ecur ed by a 
apply mortg age, the following items will 

Agrepnfii!f 6e7nen ^ s prior lienholders . 

Sardmp- Prior lienholders re- 

ProvSL ot objectionable 
as of their liens or giving notice 


of foreclosure or assignment of their 
liens, or both, will be obtained in accord¬ 
ance with § 1807.2(f) (5) of this chapter. 

(b) Items for docket . The applicant 
will be required to furnish the County 
Supervisor, before the docket is as¬ 
sembled, a copy of each mortgage held 
by the prior lienholder(s), and, if avail¬ 
able, a copy of the note or other obliga¬ 
tion so that a proper determination can 
be made as to whether it should be re¬ 
financed. In addition, the County 
Supervisor will be furnished a current 
statement from the mortgagee showing: 
the amount of unpaid principal secured 
by the mortgage(s); the amount of any 
accrued interest; whether the account(s) 
is current or the amount of any delin¬ 
quency with principal and interest 
shown separately; and if a copy of the 
note(s) is not provided, its maturity date, 
repayment schedule, interest rate, and a 
summary of any other provisions of the 
note. This information will be included 
in the docket for the information of the 
loan approval official. Any cost inci¬ 
dental to obtaining the information will 
be paid by the applicant. 


§ 1821.18 Certification by County Com¬ 
mittee. 


(a) Before a loan is approved, the 
County Committee will make the neces¬ 
sary certifications on Form FHA 440-2, 
“County Committee Certification.” Be¬ 
fore executing Form FHA 440-2, the 
County Committee will consider basic 
documents such as Form FHA 410-1, 
“Application for FHA Services”; Form 
FHA 431-2; Form FHA 431-1, “Long- 
Time Farm and Home Plan.” if appli¬ 
cable; plans for operation of any recrea¬ 
tional enterprise; Form FHA 424-1 to¬ 
gether with plans and cost estimates for 
the proposed improvements; and Form 
FHA 422-1, “Appraisal Report”; or when 
applicable, an estimate of the value of 
other property to be given as security. 

(b) If the Committee determines that 
it can make the necessary certification 
on Form FHA 440-2, the amount of the 
loan to be shown in the form is that for 
which the docket has been developed or a 
lesser amount of the Committee deter¬ 
mines that the applicant cannot rea¬ 
sonably be expected to succeed with the 
loan as proposed. 

(c) Ordinarily, the amount of the loan 
plus any other debts against the security 
will not be in excess of the recommended 
normal value of the security. A loan 
docket will not be developed when a loan 
plus any other debts against the security 
will be significantly in excess of the 
recommended normal value of the secu¬ 
rity. In an unusual case when the 
amount of a loan needed for success plus 
any other debts that will be against the 
security is slightly above the recom¬ 
mended normal value of the security and 
the County Committee and the County 
Supervisor believe that the loan should 
be made. Form FHA 440-2 may be com¬ 
pleted. In such a case, the completed 
loan docket will be submitted to the 
State Office for a final determination as 
to the normal value of the security. 


§ 1821.19 I>oan approval. 

(a) Authorization . The State Direc¬ 
tor is authorized to approve Farm Own¬ 
ership loans in accordance with this part. 
However, no initial or subsequent Farm 
Ownership loan may be approved without 
the consent of the National Office if the 
amount of the loan plus the unpaid prin¬ 
cipal balance and any past-due interest 
on debts against the security for the 
loan and against any other real property 
of the applicant would exceed $50,000; 
or if the sum of the proposed loan, to¬ 
gether with any other Farmers Home 
Administration loan being made, and the 
principal balance already owed on any 
Farmers Home Administration loan 
would exceed $50,000. The loan docket 
and the State Director’s recommenda¬ 
tion should be submitted to the Na¬ 
tional Office with any request for au¬ 
thority to approve a loan in excess of 
these limitations. The State Director 
may redelegate loan approval authority 
in writing to: 

( 1 ) State Office employees other than 
Area Supervisors. 

(2) County Supervisors and GS-7 As¬ 
sistant County Supervisors, provided; 

(i) The proposed loan plus the total 
unpaid principal balance and any past- 
due interest on debts against the security 
for the loan and against any other real 
property owned by the applicant will not 
exceed $12,000 irrespective of the man¬ 
ner in which the loan will be secured; 

<ii) The debt against any property 
taken as security for the loan will not 
exceed the appraiser’s recommended 
nor nial value of the property; 

(iii) No significant changes are made 
in the development plan considered by 
the appraiser if real estate wifi be taken 
as security. 

(3) The State Director will redelegate 
loan approval authority on a position 
basis to State and County Office em¬ 
ployees to the extent that such action 
is consistent with sound program 
administration. 

(4) State Directors will restrict or re¬ 
voke the exercise of delegated loan ap¬ 
proval authority to individual State and 
County Office employees by written no¬ 
tice when such action is necessary to 
administer a sound loan program. 

(b) Loan approval action. (1) The 
loan approval official is responsible for 
reviewing the docket to determine that 
the proposed loan complies with estab¬ 
lished policies and all pertinent regula¬ 
tions and insured or direct loan funds 
are available for the loan. 

(2) When a loan is approved, the loan 
approval official will: 

(i) Indicate on Form FHA 440-3 any 
conditions that must be met before the 
loan is closed. 

(ii) Sign the approval certification on 
the original and two copies of Form 
FHA 440-3 and insert his title in the 
space provided. 

(iii) Sign Form FHA 440-1 for (a) a 
direct loan, or (b) an insured loan un¬ 
der a 2(f) agreement, or (c) an insured 
loan from the Insurance fund. 

(3) If the loan is disapproved after 
the loan docket is developed, the loan 
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approval official will explain on Form 
FHA 440-3 the reasons therefor and 
initial and date the original. The Coun¬ 
ty Supervisor will notify the applicant, 
giving the reasons for the disapproval 
of the loan and also advise the County 
Committee of the action taken on the 
loan. 

§ 1821.20 Requesting title M*rvice and 
accepting option. 

When the loan is approved, the Coun¬ 
ty Supervisor will see that title service 
is requested in accordance with Part 
1807 of this chapter, if this has not al¬ 
ready been done, and where land is be¬ 
ing acquired, also see that Form FHA 
443-9, “Acceptance of Option/’ is com¬ 
pleted, signed, and mailed to the seller; 
however, in connection with acceptance 
of option on a subdivision, Form FHA 
443-10, “Acceptance of Option by As¬ 
signee (Land to be Subdivided),” and 
Form FHA 443-11, “Acceptance of Op¬ 
tion by Buyer (Land to be Subdivided),” 
will be used, as appropriate. 

(a) Occupancy of farms by borrowers 
acquiring land. When the acceptance of 
option letter has been mailed to the 
seller, the borrower will arrange with the 
seller, in consultation with the County 
Supervisor, to occupy and operate the 
farm as soon as practicable. Agreements 
will be in writing and cover such sub¬ 
jects as disposition of growing crops, 
rentals, payment of maintenance cost, 
and other pertinent points. The follow¬ 
ing forms will be used for this purpose, 
as appropriate: 

Form FHA-189 or FHA 443-6, "Short-Term 
Lease of Optioned Land"; 

Form FHA 443-6, "Short-Term Lease (Be¬ 
tween Purchaser and Seller)”; 

Form FHA-129 or FHA 443-7, ‘Temporary 
Cropping License"; or 

Form FHA 443-8. "Agreement (Between 
Seller. Purchaser, and Tenant) 

§ 1821.21 Actions subsequent to loan 
approval. 

(a) Requesting check. When the loan 
has been approved, approval conditions 
can be met, necessary curative actions 
have been taken to provide a satisfactory 
title to any real estate security, and a 
date has been set for loan closing, the 
County Supervisor will order the loan 
check. However, the check may be 
requested at the time of loan approval 
if real estate will not be taken as security 
or, if real estate is taken as security and 
satisfactory title evidence is obtained 
prior to loan approval. 

(1) For a direct loan or an insured 
loan under a 2(f) agreement or from 
the insurance fund, if the check is to 
be ordered at the time of loan approval, 
the County Supervisor will check the 
block in Form FHA 440-3 for issuance 
of the check and sign and date the por¬ 
tion of the form to request the check. If 
the check is not ordered at the time of 
loan approval, a copy of Form FHA 440-3 
will be completed after loan approval 
to request the check in sufficient time 
to obtain the check prior to the loan 
closing date. 

(2) For an insured loan by a private 
lender, the County Supervisor will re¬ 
quest the check by submitting Form FHA 


440-7, “Request for Check,” to the 
State Director. If the name of the 
lender is known, the County Supervisor 
will enter it on Form FHA 440-7. How¬ 
ever, if the lender does not require at¬ 
testation of the County Supervisor’s 
signature, Form FHA 440—7 may be deliv¬ 
ered to the lender and a copy sent to 
the State Office. In a case where the 
seller is to become the lender, the amount 
of the check requested will be only for 
the amount of cash, if any, he will ad¬ 
vance. Whenever the bank handling 
a supervised bank account 'will require 
the lender’s personal check to clear be¬ 
fore disbursing funds, the lender will be 
requested to furnish a certified or 
cashier’s check. When suitable arrange¬ 
ments can be made with the lender, a 
bank draft may be used to obtain insured 
loan funds. The lender or his represent¬ 
ative may present the check at the time 
the loan is closed, or if desired, the check 
may be mailed to the County Supervisor. 

(3) The State Office will take the fol¬ 
lowing action when Form FHA 440-7 is 
received from the County Office unless 
the County Supervisor has delivered the 
original Form FHA 440-7 to the lender: 

<i) Check or insert the name and ad¬ 
dress of the lender; 

(ii) Attest the signature of the County 
Supervisor on the original of FV>rm FHA 
440-7; 

(iii) Forward the original Form FHA 
440-7 to the lender. 

(b) Handling loan checks. (1) If the 
loan check is to be deposited in a super¬ 
vised bank account, this w ? ill be done for 
either a direct or Insured loan on the 
date of loan closing in accordance with 
Part 1803 of this chapter after it has been 
determined that the loan can be closed. 

(2) When a private lender issues a 
loan check payable jointly to the bor¬ 
rowers and the Farmers Home Adminis¬ 
tration as a precaution against loss of 
funds, the County Supervisor is author¬ 
ized to endorse the check on behalf of 
the Farmers Home Administration at 
the time of loan closing as follows: 

Endorsed without recourse: 


Farmers Home Administration 


By. 

Title. 


The State Director also is authorized to 
endorse such a check in the same man¬ 
ner. Authority to endorse such checks 
in no way relates to or modifies the regu¬ 
lations contained in Part 1802 of tills 
chapter regarding collection items oi the 
endorsement of such items. 

(3) If a loan check other than a check 
from a private lender is received and the 
loan cannot be closed within 21 days 
from the date of the check, the County 
Supervisor will return the check to the 
Regional Disbursing Office. 

(4) For an insured loan made by a 
private lender, if the loan cannot be 
closed on the date planned as indicated 
to the lender, and the loan is to be closed, 
the lender will be notified immediately 
of the reasons for the delay. If it is de¬ 
termined that an insured loan cannot 
be closed, the check will be returned 
immediately to the lender with a request 
for cancellation. In no case may a 


lender’s check be retained more than 21 
days from the date of the check. When 
a loan check is lost, mutilated, or de¬ 
stroyed, the County Supervisor will im¬ 
mediately notify the lender and. if the 
borrower still desires to close the loan, 
the lender will be requested to issue a 
new check. When a check is returned 
and the loan will be closed at a subse¬ 
quent date, another check will be re¬ 
quested in the usual manner. 

(c) Cancellation of loan. Loans may 
be cancelled before loan closing by the 
County Supervisor preparing Form FHA- 
903 or FHA 440-10, “Request for Can¬ 
cellation of Loan.” If a loan check other 
than a check from a private lender is 
received in the County Office, the County 
Supervisor will return it to the Regional 
Disbursing Office. Any check advanced 
by a private lender will be returned 
promptly to the lender with an explana¬ 
tory letter. Interested parties will be 
notified of the cancellation. 

(d) Increase or decrease in amount of 
loan. If it becomes necessary that the 
amount of the loan be increased or de¬ 
creased prior to loan closing, the County 
Supervisor will request that all distrib¬ 
uted docket forms be returned to the 
County Office. The loan docket will be 
revised accordingly and reprocessed. K 
the amount of the loan is decreased and 
there is no substantial change in the 
planned improvements or land to be 
acquired, a new County Committee 
Certification need not be obtained. 

§ 1821.22 1/oan dosing actions. 

When a loan closing date has been 
agreed upon, the County Supervisor ttiii 
notify the borrower and seller. If any, ol 
the loan closing date. The following 
appropriate actions will be taken in 
connection with and after loan closing. 

(a) Real estate mortgage loans. When 

a loan is to be secured by a real estate 
mortgage, it will be closed in accordan 
with the applicable provisions of Part - 
of this chapter. 

(b) Chattel mortgage loans. When a 
chattel mortgage, including a security 
agreement, is to be taken as se cur ' t - 1 
a loan, the loan will be closed with re¬ 
spect to the chattel mortgage In accora- 
ance with the applicable portions of 
Subpart B, Part 1831 of this chaptci,c. 

cept that Form F^ -30 - ,. Chattel 
440-4 (State). "Crop and ChatW 
Mortgage," will be adapted by deleting 
the words “Crop and" from the titles 
any provision designed to create 
lien. Any deletion will be ln ^ ift ’™ r ! 
the borrower, and the County SUP r 
visor. Assistant County Superv^\° 
County Office Clerk before the ™ ^ni¬ 
ls executed. If an adapted Form - • 
30.— or FHA 440-4 (State) to nota®^ 
quate under State law, a.State-f r&> Ng 
be developed and submittedto 
tional Office for prior approyai. ^^ 
FHA 440-15 <State), Chattel Mortga^ 
(Insured Loans to Individuals , 
used for chattels taken as security 
connection with an insured • 

(c) ApvtUxnt, rXZrito 

The County Supervisor W 01 review 
the applicant the financial statero 
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which was prepared at the time the dock¬ 
et was developed. If there have been 
significant changes in his financial con¬ 
ditions, the financial statement will be 
revised. When an applicant’s financial 
condition has changed to the extent that 
it appears that the loan would be un¬ 
sound or improper the loan will not be 
closed. 

(d) Change in use of funds planned 
lor refinancing. (1) In cases where 
funds are included in the loan to refi¬ 
nance debts, the County Supervisor is 
authorized to transfer funds planned for 
refinancing between debts, providing all 
debts for which loan funds were planned 
are paid and the amount of loan funds to 
be used for refinancing does not exceed 
the amount planned for such purposes; 
except that the County Supervisor is au¬ 
thorized to use funds planned for other 
purposes to pay small deficiencies in 
estimates of the amount needed for re¬ 
financing, if he determines that sufficient 
funds will remain available to complete 
the planned farm development or land 
purchase. 


(2) When the total amount of debts 
planned to be paid have increased so 
that they cannot be met within the au¬ 
thorities in subparagraph (1) of this 
paragraph or the applicant desires to 
transfer funds to pay debts for which 
loan funds were not planned, a revised 
loan docket will be developed. If the 
total amount of the loan will be in¬ 
creased. the docket will be processed in 
accordance with § 1821 . 21 (d). 

(e) Assignment of income from prop¬ 
erty to be mortgaged. Assignments will 
be taken when income is to be received 
by the borrower from royalties, leases, or 
other existing egreements under which 
the value of the security will be depreci¬ 
ated unless otherwise authorized by the 
National Office u~der conditions speci¬ 
fied in Subpart A of Part 1872 of this 
chapter for i dea&e of security or security 
Jficome. Any mch assigned income will 
be applied as an extra payment on the 
wan unless it is to be used for authorized 
Ownership farm development pur¬ 
poses. When the County Supervisor 
oeems it advisable, assignments also may 
be taken for all or a portion of the in¬ 
come derived from nondepleting items 
oficn as bonus payments or annual delay 
rentals. Such assigned income will be 
applied as a regular payment. When 
a junior mortgage loan is made, the 
written consent or prior lienholders to 
he asrignment will be obtained either by 
r or approval by the lien- 

fioider on the assignment form. 

rJV cases in wWc fc income is to be 
tj~ eivec * by the borrower from a mineral 
S* or other existing agreement per- 
hnrl. l u S t0 Property at the time of 
S f ha ? e ; a Form FHA 443-16. "Assign- 
rlf of * ncom e from Real Estate Secu- 
V Wlil be Prepared and executed by 

loan clo r s 0 ing r *" d hte wUe at the time of 

ad ( v ^L T1 2 e Count y Supervisor, upon the 
in<m ***• designated attorney, title 
prance company, or Office of the Gen- 

ouirp vL Unse1 ' as appropriate, may re- 
e the acknowledgment and recor¬ 


dation of the assignment. Any cost inci¬ 
dent thereto will be borne by the bor¬ 
rower. 

(f) Preparation and endorsement of 
note. Form FHA 440-17, "Promissory 
Note (Direct loan),” for direct loans, or 
Form FHA 440-16, "Promissory Note 
(Insured loan)," for insured loans, will 
be prepared and completed at the time 
of loan closing. 

(1) When determining the amount of 
the first installment, the County Super¬ 
visor will consider the borrower’s fi¬ 
nancial circumstances and the extent to 
which he will receive income from the 
farm during the calendar year in which 
the loan is closed The amount of the 
first installment may be less but not 
more than a regular annual installment. 
If the borrower will not receive income 
from the farm during the calendar year 
preceding the date of the first install¬ 
ment, a nominal first installment will 
be sufficient, unless the borrower de¬ 
sires to pay more, except that: 

(1) For an insured loan by a private 
lender, the amount of the first install¬ 
ment may not be less than the amount 
equal to interest on the loan from the 
date of loan closing to February 1 of the 
next calendar year, unless the lender has 
agreed to a lesser amount. 

(ii) For an insured loan made from 
the insurance fund or under a section 
2(f) agreement, the amount of the first 
installment may not be less than the 
amount equal to interest on the loan 
from the date of loan closing to February 
1 of the next calendar year. 

(2) The amount of each regular 
amortized installment will be the amount 
of principal and interest which, if paid 
annually, will retire the full amount of 
the note plus interest within the amor¬ 
tization period of the loan. 

(3) When a loan is closed between 
December 1 and January 1, the first in¬ 
stallment will be collected at the time 
of loan closing unless deferment is ap¬ 
proved. 

(4) The promissory note will be signed 
by the borrower and his or her spouse, if 
married, unless under the provisions of 
Part 1807 of this chapter the spouse’s 
signature is unnecessary. 

(5) For insured loans, other than 
those made from the insurance fund, the 
promissory note will be assigned to the 
lender simultaneously with loan closing. 
This will be done by endorsing the note 
over to the lender, using the form of en¬ 
dorsement on the reverse of the note. 
Form FHA 440-5, "Insurance Endorse¬ 
ment (Insured Loan) *’ will also be exe¬ 
cuted simultaneously with loan closing 
for delivery to the lender with the note. 
The rate of the annual charge and the 
length of the repurchase agreement to 
be stipulated in the insurance endorse¬ 
ment will be in accordance with Part 
1810 of this chapter. 

(6) Each County Supervisor and each 
State Director is authorized to sign the 
endorsement on the reverse of the note 
and to execute Form FHA 440-5. The 
insurance endorsement constitutes the 
Government’s contract of insurance of 
the loan. 


(7) For loans from the Insurance 
fund, the note will not be endorsed and 
the insurance endorsement will not be 
prepared until the loan is assigned from 
the insurance fund to a lender. In such 
cases, the Director, Finance Office, will 
sign the endorsement on the reverse of 
the note and will execute the insurance 
endorsement in accordance with Part 
1873 of this chapter. 

(g) Obtaining insurance. Buildings 
on the property which are to be taken as 
security for the Farm Ownership loan 
will be insured in accordance with Part 
1806 of this chapter. When a loan is 
secured by chattels, and the loss of such 
chattels would jeopardize the interests 
of the Government, the County Super¬ 
visor may require the borrower to in¬ 
sure the chattel against hazards custom¬ 
arily covered by insurance in the area. 

(h) Loan closing. Title clearance and 
loan closing will be in accordance with 
Part 1807 of this chapter. 

(1) For a direct loan, the original 
Form FHA 440-17 will be sent to the 
Finance Office immediately after loan 
closing. 

(2) For an Insured loan by a private 
lender the original Forms FHA 440-5 
and FHA 440-16 will be sent to the lender 
Immediately after loan closing. For a 
loan from the insurance fund, the origi¬ 
nal of Form FHA 440-16 will be sent to 
the Finance Office. Under a section 2(f) 
agreement loan, the original Forms FHA 
440-5 and FHA 440-16 will be sent to 
the State Director. If, for any reason, 
it is not possible for the same County 
Supervisor who signed Form FHA 440-7 
to endorse the note and sign the insur¬ 
ance endorsement, the original of the 
completed note and insurance endorse¬ 
ment will be sent to the State Office in¬ 
stead of directly to the lender. In such 
case, the State Director, or other author¬ 
ized State Office official, will attest on 
Form FHA 440-5 the signature of the 
different County Supervisor before send¬ 
ing the note and insurance endorse¬ 
ment to the lender. This will not be 
necessary when a local lender has no 
objection to a different signature on the 
endorsement of the note and on the in¬ 
surance endorsement than that which 
appeared on Form FHA 440-7. 

(3) The original deed of conveyance, 
if any, and conformed copy of the mort¬ 
gage will be delivered to the borrower. 

(4) If the borrower secures an owner’s 
policy of title insurance and it is sent to 
the County Office it will be delivered to 
the borrower as soon as it is received 
from the title insurance company. 

(i) Effective time of loan closing. A 
Farm Ownership loan is considered 
closed when the mortgage is filed for 
record. 

(j) Water stock certificates or similar 
collateral. When water stock certificates 
or similar collateral is a part of the secu¬ 
rity it will be sent to the State Office for 
safekeeping. 

(k) Abstracts of title. Any abstract 
of title will be delivered to the borrower 
for safekeeping except when an abstract 
is obtained from a third party with the 
understanding it will be returned, such 
abstract will be sent directly to the third 
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party. The County Supervisor will ob¬ 
tain a receipt from the borrower at the 
time the abstract is delivered to him. 
The receipt will be signed and dated by 
the borrower and the abstract will be 
identified in the receipt by showing the 
name of the abstracter who prepared the 
abstract, the number, if any, assigned by 
the abstracter, and the period covered by 
the abstract. 

§ 1821.23 Subsequent Farm Ownership 
loans. 

A subsequent Farm Ownership loan is 
a loan made to a borrower who currently 
owes a Farm Ownership debt. 

(a) A subsequent loan may be made 
for the same purposes and under the 
same conditions as an initial loan. 

(b) The subsequent loan will be proc¬ 
essed in the same manner as an initial 
loan, except that a new appraisal of real 
estate will be required only when real 
estate is taken as security and one or 
more of the following exists: 

(1) Subsequent loan funds will be used 
to purchase land or the mortgage will 
include additional land that is not pres¬ 
ently covered by the Farmers Home Ad¬ 
ministration real estate mortgage. 

(2) The County Supervisor or loan 
approval official requests a new appraisal 
report. 

(3) The latest appraisal report on the 
farm is over two years old. However, if 
the latest appraisal report is less than 
two years old, and the appraiser recom¬ 
mended the normal market value or nor¬ 
mal earning capacity value rather than 
normal value, a new appraisal will be 
required. 

(4) The physical characteristics cf the 
farm have changed significantly. 

(5) The property was not appraised 
in connection with the initial loan. 

(c) A subsequent Farm Ownership 
loan may be made to a borrower to be 
secured by either real estate, nonreal 
estate, or both. However, nonreal estate 
may not be relied on for more than 
$2,500. The $2,500 includes the loan 
being made, as well as any outstanding 
balance of a Farm Ownership loan se¬ 
cured by nonreal estate. 

§ 1821.24 Reunion ization of existing 
Farmers Home Administration debts* 

In connection with making a Farm 
Ownership loan to a borrower currently 
indebted for a Farm Ownership, Rural 
Housing, or Soil and Water loan, such a 
prior loan may be reamortized with the 
prior approval of the National Office. In 
ar.y such case the reamortization may be 
made only within the period of the re¬ 
maining period of the prior loan. Au¬ 
thority to reamortize an account will be 
granted in those cases where extensive 
real estate improvements will be made or 
when land will be acquired and where it 
is necessary to assure that the annual 
maturities on the borrower’s debts can 
be met. Ordinarily, insured loans will 
not be reamortized. 
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1822.76 Subsequent LH loans. 
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tion in use and occupancy of 
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Subpart D—Senior Citizens Rental Housing Loan 
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Sec. 

1822.95 Actions subsequent to loan ap- 
^ proval. 

1822.96 Loan closing. 

1822.97 Subsequent SCH loans. 

1822.98 Complaints regarding discrimina¬ 

tion in use and occupancy of 
housing in projects of more than 
than two rental units. 

Subpart E—Farm Labor Housing Grant Policies, 
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1822.201 General. 
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1822.203 Definitions. 

1822.204 Eligibility requirements. 

1822.205 Grant purposes. 

1822.206 Conditions under which an LH 

grant may be made. 

1822.207 Limitations and conditions. 

1822.208 Legal and other services. 

1822.209 Construction and development 

policies. 
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1822.212 Bonding. 
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Subpart A—Section 502 Rural Hous¬ 
ing Loan Policies, Procedures, and 
Delegations of Authority 

Authority: The provisions of this Sub- 
part A issued under sections 501, 602, 510, 517, 
63 Stat. 432 as amended, 433 as amended. 437. 
79 Stat. 498; 42 U.S.C. 1471. 1472. 1480. 1487; 
Orders of Sec. of Agr., 29 F.R. 16210, 16840. 
30 F.R. 14049, unless otherwise noted. 

§ 1822.1 Scope*. 

This subpart sets forth the policies and 
procedures, and delegates authority for 
making insured and direct section 502 
Rural Housing (RH) loans under Title 
V of the Housing Act of 1949. 

§ 1822.2 Objectives. 

The basic objectives of the Farmers 
Home Administration in making section 
502 RH loans are to assist farmowners, 
owners of other land in rural areas, ana 
senior citizens and other rural residents 
who will be owners of land in rural areas 
to obtain decent, safe, and sanitary 
dwellings and related facilities, and 
assist farmowners and owners of other 
land in rural areas who are engaged m 
farming to obtain essential farm servlc 
buildings and related facilities, ™ 
purpose of these loans is to give famin 
who do not have sufficient resources 
to provide such dwellings, buildings, an 
facilities on their own account and can¬ 
not obtain the necessary credit from 
other sources on terms and conditions 
they reasonably can be expected to u 
fill, an opportunity to have adequate 
homes and farm service buildings. 

§ 1822.3 Definition*. 

For purposes of this subpart, the fol 
lowing definitions will apply * 
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(a) Farm. A “farm” includes the 
total acreage of one or more tracts of 
land which is owned by the applicant, is 
operated as a single unit, is in agricul¬ 
tural production, and annually will pro¬ 
duce agricultural commodities for sale 
and home use with a gross value of at 
least $400 based on 1944 prices. 

(b) Nonfarm tract. A “nonfarm 
tract” is a parcel of land that is not a 
farm or part of a farm and is located in 
a rural area. 

(c) Rural area. A “rural area” is 
either open country, or an incorporated 
or unincorporated town, village, or other 
place which has a population not over 5,- 
500 according to the latest figures, is not 
a part of or associated with an urban 
area, and is rural in character. A non¬ 
farm tract in a place having a population 
not over 5,500, is considered located in a 
rural area if the tract is not situated in 
any of the following: 

(1) A densely settled area near or asso¬ 
ciated with a place with a population of 
more than 5,500. In determining 
whether a densely settled area is near or 
associated with such a place, the follow¬ 
ing will be disregarded: minor open 
spaces due to physical barriers, commer¬ 
cial and industrial developments, parks, 
and areas reserved for convenience or 
appearance. 

(2) A subdivision of substantial size 
being developed by commercial inter¬ 
ests, unless a large proportion of the resi¬ 
dents will obtain most of their income 
from employment in the surrounding 
rural area. 

(3) A resort area whose seasonal popu¬ 
lation plus permanent residents num¬ 
bers over 5,500. 

(d) Owner. An “owner” includes the 
following in addition to the owner of full 
marketable title in fee: 


U) A lessee of a farm where (i) the 
unexpired term of the lease runs beyond 
the payment period of the loan and the 
applicant’s equity in the farm leasehold 
is at least equal to the amount of the 
loan, (ii) there is a reasonable probabil- 
1 accomplishing the objectives for 
which the loan is made, (iii) the appli¬ 
cant can give upon the farm leasehold a 
recorded mortgage constituting a valid 
and enforceable lien, (iv) the applicant 
can comply with loan security require¬ 
ments specified in this subpart, and (v) 
the unexpired term of the lease runs for 
at least 10 years. A lessee of a nonfarm 
tract is not an “owner.” 

J 2) The owner of an undivided inter- 
esc in land who is otherwise eligible, 

3) The purchaser under a purchase 
ontract which obligates him to pay the 
1price * gives him the rights of 
fLifi possessi <>n, control, and bene- 
♦f 0 4 ^ ^ Property, and entitles him 
, d upon paying all or a specified 
pai * of the Purchase price, 
tho 1 , Th , e holder of a life estate having 
cnntr S i Ual rights of Present possession, 
ertv A and beneficial use of the prop- 
hnf Tt. n t romainderman ^ not an owner, 
♦ho !Ljr re< iuired to join in executing 
farn?^! ltgag ? where a mortgage on the 
as security and may be 

a i to sign note necessary for 
* sound loan. 


<5) Indians owning land in a trust 
or restricted status as provided in Part 
1841 of this chapter. 

(e) Mortgage. A “mortgage” includes 
any form of security interest in or lien 
upon any rights or interest in property 
of any kind. 

(f) Security. “Security” includes any 
rights or interests in property subject to 
a mortgage. 

(g) Real estate. “Real estate” in¬ 
cludes the rights and interests of an 
owner in a farm or nonfarm tract. 

(h) Rural resident. A “rural resident” 
is a person whose permanent residence 
is or was until recently in a rural area 
and who after the loan is closed will be 
the owmer-occupant of a nonfarm tract. 

(i) Previously occupied dwelling or 
building. A “previously occupied dwell¬ 
ing or building” is a building which (1) 
has been previously occupied for at least 
5 years, or (2) has been occupied for less 
than 5 years where in the opinion of the 
State Director it is clear that the build¬ 
ing was not built or occupied for the pur¬ 
pose of qualifying it for purchase with 
an RH loan. 

(j) Minimum adequate site. A “mini¬ 
mum adequate site” is the smallest area 
sufficient for (1) the dwelling or farm 
service buildings and related facilities to 
be built or purchased, (2) a yard, and 
(3) production of food for home use 
only. 

(k) Senior citizen. A “senior citizen” 
is a rural resident who is a citizen of the 
United States and is 62 years of age or 
over. 

(l) Senior citizen loan. A “senior citi¬ 
zen loan” is a section 502 Rural Housing 
direct loan to a senior citizen. 

<m) Cosigner. A “cosigner” is a co¬ 
maker of a promissory note who is jointly 
and severally liable with the borrower. 

(n) Private lender. A “private lender” 
is a lender other than the Farmers Home 
Administration who furnishes the funds 
with which an insured RH loan is made. 

(o) County Supervisor. The “County 
Supervisor” is the County Supervisor or 
other authorized official in the county 
office of the Farmers Home Administra¬ 
tion for the county in which the farm or 
nonfarm tract to be improved or pur¬ 
chased with the RH loan lies. 

(p) State Director. The “State Di¬ 
rector” is the State Director or other 
authorized official in the State Office 
of the Farmers Home Administration for 
the State in which the farm or nonfarm 
tract to be improved or purchased with 
the RH loan lies. 

§ 1822.4 Eligibility requirements. 

(a) Applicant. To be eligible for a 
section 502 RH loan, the applicant must 
meet all the following requirements: 

(1) Be the owner of a farm or non¬ 
farm tract or a rural resident. 

(i) If he applies as the owner of a 
farm, he must be without decent, safe, 
and sanitary housing for his owm use or 
for the farm manager, tenants, share¬ 
croppers, or farm laborers, or without 
farm service buildings essential to a suc¬ 
cessful farming operation. 

(ii) If he applies as the owner of a 
nonfarm tract, or as a rural resident, he 


must be without decent, safe, and sani¬ 
tary housing for his own use, or if the 
loan is to finance farm service buildings, 
he must be engaged in farming and be 
without farm service buildings essential 
to the success of his farming operations. 

(iii) If he applies as a senior citizen, 
he must be a rural resident who is with¬ 
out an adequate dwelling or related fa¬ 
cilities for his own use. 

(iv) If the loan is to include funds for 
land purchase, he must be without a 
minimum adequate site for necessary 
adequate buildings. 

(2) Be without sufficient resources to 
provide on his own account the neces¬ 
sary housing, buildings, or related facili¬ 
ties, and be unable to secure the necessary 
credit from other sources upon terms and 
conditions which he reasonably could be 
expected to fulfill. If the applicant has 
only an undivided interest in the land to 
be improved, the applicant and Ills co¬ 
owners, other than those whose execution 
of the mortgage is not required in ac¬ 
cordance with § 1822.7 <j) or $ 1822.10(b), 
must, individually and jointly, be unable 
to provide the improvements with their 
owm resources or obtain the necessary 
credit elsewhere. 

(3) Be a citizen of the United States. 

<4) Have assured income sufficient to 

meet his operating and family living ex¬ 
penses, necessary capital replacements, 
and payments on debts, including the 
proposed loan, except that if he is a senior 
citizen w'hose income is not sufficient for 
repayment of the loan, he may qualify 
for a loan if a person with income which, 
when added to the applicant’s income, 
will be sufficient to pay the loan w T ill be¬ 
come a cosigner. 

(5) Possess the character, ability, and 
experience to carry out the undertakings 
and obligations required of him in con¬ 
nection with the loan. 

(6) Have training or farming experi¬ 
ence necessary to give reasonable assur¬ 
ance of success in any case where the 
soundness of the loan depends on his 
fanning operations. 

(7) Possess legal capacity to incur the 
obligations of the loan. 

§ 1822.5 Veterans’ preference. 

The applications on hand from vet¬ 
erans, and from spouses and children 
of deceased servicemen, as defined in 
§ 1891.5 of this chapter, will be given 
preference. 

(Sec. 507, 63 Stat. 436, as amended; 42 U.S.C. 
1477) 

§ 1822.6 Ix>an purposes. 

(a) A loan may be made to any eligible 
applicant to— 

(1) Construct, Improve, or relocate a 
dwelling to be used as his permanent 
residence and related facilities on his 
farm, or on a nonfarm tract he owms or 
will own after the loan is closed. 

(2) Purchase and move* to such farm 
or nonfarm tract a previously occupied 
dwelling and related facilities, to be used 
as his permanent residence. 

(3) Purchase or Install essential equip¬ 
ment which upon installation becomes 
part of the real estate. 
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(4) Provide fallout shelters, storm cel¬ 
lars, and similar protective structures. 

(5) Provide necessary and adequate 
sewage disposal facilities for the appli¬ 
cant and his family. 

(6) Provide a necessary, adequate, and 
safe water supply for the applicant and 
his family. 

(7) Provide foundation plantings, 
seeding or sodding of lawns, and other 
facilities related to buildings, such as 
walks, yard fences, and drive ways to 
building sites located adjacent to a road 
or street, and, if the applicant is a farmer, 
paved feed lots. 

(8) Pay expenses incident to obtaining 
plans and making the loan, such as fees 
for legal, architectural, and other tech¬ 
nical services, and reasonable connection 
fees for water, sewerage, electricity, or 
gas. which are required to be paid by the 
borrower and which he cannot pay from 
other funds. Loan funds also may be 
used to pay the borrower’s share of Social 
Security taxes for labor hired by the bor¬ 
rower in connection with making the 
planned building improvements. Loan 
funds may not be used to pay fees, 
charges, or commissions, such as “finders* 
fees” or “placements fees,” for the refer¬ 
ral of prospective applicants. 

(b) A loan may be made to a farm- 
owner for the purposes specified in para¬ 
graph (a) of this section and to— 

(1) Construct, improve, or relocate a 
dwelling or farm service building and 
related facilities on his farm, purchase 
and move to his farm a previously oc¬ 
cupied building, or buy previously occu¬ 
pied buildings and a necessary minimum 
adequate site, for use by the farmowner 
or his resident manager, tenant, share¬ 
cropper, or farm laborers. 

(2) Provide portable-type farm serv¬ 
ice buildings that do not become a part 
of the real estate but are necessary to 
the operation of the farm. 

(3) Provide a farmstead water supply 
and sewage disposal, including such 
facilities as a well, pump, and farmstead 
distribution system, which are essential 
to the health and safety of the occupants 
of the farm and/or the successful oper¬ 
ation of a livestock enterprise conducted 
on the farm. 

(c) A loan may be made to a nonfarm 
tract owner or a rural resident for the 
purposes specified in paragraph (a) of 
this section and to— 

(1) Buy for his own use a previously 
occupied dwelling on a minimum ade¬ 
quate site. 

(2) If he is engaged in farming, buy 
previously occupied farm service build¬ 
ings and related facilities essential to his 
farming operations, with or without a 
minimum adequate site. 

(3) Buy a minimum adequate site on 
which to place a dwelling for his own 
use and, if he is engaged in farming, a 
minimum adequate site to accommodate 
farm service buildings and related facili¬ 
ties which are essential to Ills farming 
operations and cannot feasibly be located 
on land he now owns. 

(d) Improvements financed with loan 
funds must be on land which, after the 
loan is closed, is part of a farm or non¬ 
farm tract owmed by the borrower or on 


an easement appurtenant to such farm 
or nonfarm tract. 

§ 1822.7 Special requirements. 

(a) Supervisory assistance. Super¬ 
vision will be provided borrowers to the 
extent necessary to achieve the objec¬ 
tive of the loan and to protect the in¬ 
terests of the Government in accordance 
with Part 1802. 

(b) Supplementary payment agree - 
ment. Form FHA 440-9, “Supplemen¬ 
tary Payment Agreement,” should be 
used for each applicant who regularly 
receives substantial off-farm income. 
It also should be used for other appli¬ 
cants when needed to facilitate servic¬ 
ing the account. 

(c) Building limitations. (1)A dwell¬ 
ing financed for an applicant with a 
low or moderate family income must be 
modest in size, design, and cost. Ade¬ 
quate housing ordinarily can be provided 
for such families within less than 1,400 
square feet of living area. Living area 
does not include space such as a patio, 
carport, garage, porch not suitable for 
year-round use, unfinished basement, 
and, if the dwelling does not have a base¬ 
ment, space for utilities such as furnace 
and hot water heater; however, such 
space must be kept within reasonable 
limits and not expanded to circumvent 
the limitations of this paragraph. When 
such an applicant has an unusually 
large family, a somewhat larger house 
may be justified to provide adequate 
sleeping space. Furthermore, particular 
design features or items should not be 
included in homes of families with low 
or moderate incomes if such features or 
items are customarily not included in 
other adequate but modest homes being 
built in the area by families with moder¬ 
ate incomes. 

(2) A dwelling financed for a family 
with an income above moderate may be 
somewhat larger and contain features— 
such as two complete baths, a family 
room, or double garage—not usually as¬ 
sociated with modest homes. Homes for 
such families, however, must not be sig¬ 
nificantly larger or more costly than 
other adequate homes in the area. 

(3) Farm service buildings will not be 
financed which (i) are excessive in size 
or design, <ii) have not proved to be 
suitable for the area, or (iii) are in ex¬ 
cess of those economically essential to 
the fanning operations. 

(4) Any buildings purchased with RH 
loan funds must be structurally sound 
and either be in good repair or placed 
in that condition with loan funds. Good 
judgment must be exercised in applying 
the policies stated in this subsection to 
previously occupied buildings. 

(d) Refinancing of RH loan . If, at 
any time, it appears that the borrower 
may be able to obtain a refinancing loan 
from a cooperative or private credit 
source at reasonable rates and terms for 
loans for similar purposes and periods 
of time prevailing in the area, the bor¬ 
rower will, upon request, apply for and 
accept such refinancing. 

(e) Loan limitations. No loan will be 
made if the amount of the loan and the 
unpaid principal balance plus past-due 


interest of any other liens against the 
security as determined by the loan ap¬ 
proval official will exceed the normal 
value of the security or in a note-only 
case, assets described in § 1822.10(d)(3), 
or if the amount of the loan would ex¬ 
ceed the amount certified by the County 
Committee. See paragraph (j) of this 
section and § 1822.10(b) for requirements 
applicable to special cases. 

(f) Liens junior to the FHA lien. A 
loan will not be made if a lien junior to 
the RH mortgage likely will be taken 
simultaneously with or immediately sub¬ 
sequent to closing of the RH loan to se¬ 
cure any debts the borrower may have 
at the time of loan closing, or any debts 
he may incur in connection with the RH 
loan purposes, such as debt for a portion 
of the purchase price of the land or for 
money borrowed from others for pay¬ 
ments on debts against the property or 
for part of the construction cost, unless 
such a lien plus the RH loan and any 
prior lien will be within the normal value 
of the security and will not interfere 
with the purposes of the loan or repay¬ 
ment thereof. 

(g) Restrictions on loans. Loans will 
not be made to— 

(1) A corporation or cooperative as¬ 
sociation. 

(2) A homestead entryman or desert 
entryman to improve the entry prior to 
receipt of a patent. 

(3) Pay debts incurred prior to the 
closing of a loan except fees for legal, 
architectural, and other technical serv¬ 
ices. The County Supervisor, not later 
than the time of planning improvements, 
will advise each applicant that construc¬ 
tion work must not be started, materials 
must not be ordered nor delivered, and 
debts for such work or materials must 
not be incurred before the loan is closed. 
If, nevertheless, the applicant incurs 
debts for materials or construction be¬ 
fore the loan is closed, the County Super¬ 
visor may authorize the use of RH funds 
to pay such debts only when, after docu¬ 
menting the facts, he finds that all of 
the following conditions exist: 

(i) The debts were incurred after the 
applicant filed a written application for 
a loan, except that in the case of a sub¬ 
sequent loan to complete improvements 
previously planned, the debts were in¬ 
curred after the initial loan was closed. 

(ii) The applicant is unable to pay 
such debts from his own resources or to 
obtain credit from other sources an 
failure to authorize the use of RH fund 
to pay such debts would impair the ap¬ 
plicant’s financial position. 

(iii) The debts were incurred for au¬ 
thorized section 502 RH loan purposes. 

(iv) The construction or repair work 
conforms to that shown on Form F 
424-1. “Development Plan.’ a™ 
total development costs can be paid n 
funds available. 

(4) Refinance indebtedness of an ap¬ 
plicant, including any Purchase price o 
real estate for which he is obliga. ’ f 
any indebtedness against real estate o 
which the applicant is the owner. 

(5) Buy income-producing wno i 
buildings in case of a loan to a iu 
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dent not engaged in farming or to a 
senior citizen. 

16 ) An applicant whose debts have 
been settled pursuant to Part 1864 of this 
chapter, or by release from personal lia¬ 
bility under Part 1872 of this chapter, as 
reflected by the County Office records, 
or where such settlement is contem¬ 
plated, unless (i) the applicant's failure 
to pay his loan indebtedness was the re¬ 
sult of circumstances beyond his control, 
(li) the conditions which necessitated 
the debt settlement or release, other 
than weather hazards, disasters, or price 
fluctuations, have been or will be re¬ 
moved by making the loan, and (ill) the 
applicant's operations will be sound and 
afford him a reasonable prospect for re¬ 
paying the proposed loan and meeting 
his other obligations. 

17) Purchase land upon which to con¬ 
struct a building, when the applicant 
already owns land suitable for the pur¬ 
pose. 

(h> Loans on leasehold interests in 
farms. A loan secured by a mortgage 
upon a farm leasehold, if otherwise 
proper, may be made w F here the lessor 
owns the fee simple title marketable in 
fact and neither the leasehold nor the 
fee simple title is subject to a prior 
lien. If in any case involving a prior 
lien the State Director concludes that 
a sound loan can be made upon a 
leasehold, he will submit complete infor¬ 
mation to the National Office for review 
and special authorization prior to ap¬ 
proval of the loan. Loans may not be 
made to lessees of nonfarm tracts. With 
respect to achieving the purpose of the 
loan, obtaining adequate security, and 
being able to service the loan and enforce 
the security, the Government as holder 
of a mortgage upon a leasehold interest 
should be in a position substantially as 
good as if it held a second mortgage on 
a fee simple title. This includes, besides 
lessor’s consent to the RH mortgage, 
eoch matters as— 

<1) Reasonable security of tenure. 
The borrower's interest will not be sub¬ 
ject to summary forfeiture or cancella¬ 
tion. 


(2) The right to foreclose the RH 
mortgage and sell without restrictions 
nat would adversely affect the salability 
r the security. Any effect on market 
aiue should be shown in the appraisal. 
<3) Right of the Government to bid 
t roreclosurc sale or to accept voluntary 

foredosure °* the security in lieu °* 

anl! the Government, 

acquiring the leasehold through 
Uph ♦ S } lre or v °bmtary conveyance in 
dnnm f ^ eclos ui*e, or in event of aban- 
by <ihe borrower. to occupy the 
o r °S or su *>let it, and to sell for cash 
In case of a credit sale, a ven- 
sim»i Q I ? ( f tg 4 l ge may be taken with rights 
mortga-e 0 th ° SC Under the original RH 

eveni ? gh t of the borrower, in the 
with ? e * au lt or inability to continue 
fer thl e l ease and RH loan, to trans- 
morteflL le f Sehold ’ subject to the RH 
assum^f’ *° an e U8ible transferee with 
sumption of the RH debt. 


( 6 ) Advance notice to the Govern¬ 
ment of lessor’s intention to cancel, ter¬ 
minate, or foreclose upon the lease. 
Such advance notice will be long enough 
to permit ascertaining the amount of de¬ 
linquencies. the total amount of the les¬ 
sor’s and any other prior interest, and 
the market value of the leasehold inter¬ 
est and, if litigation is involved, refer¬ 
ring the case with a report of the facts 
to the United States Attorney and per¬ 
mitting him to take appropriate action. 

(7) Express provisions covering the 
question of liability of the Government 
for unpaid rentals or other charges ac¬ 
crued at the time it acquires possession 
of the property or title to the leasehold, 
and those which become due during the 
Government’s occupancy or ownership, 
pending further servicing or liquidation. 

( 8 ) Any necessary provisions to assure 
fair compensation for any part of the 
premises taken by condemnation. 

(9) Any other provisions necessary to 
meet the foregoing requirements. 

(i) Group service loans. A section 
502 RH loan may be made to a farm- 
owner to enable him to furnish his part 
of the cost of constructing, remodeling, 
or repairing a farm service building, such 
as a dairy barn or storage facility, that 
will be jointly owned and used by not 
more than 10 farmers. The following 
conditions must be met for such a loan 
to be made: 

( 1 ) The group of fanners must act as 
individuals and not as a legal entity such 
as a partnership, corporation, or associa¬ 
tion. 

(2) The building will be located in a 
rural area and provide an essential farm 
service facility to be used only in connec¬ 
tion with the fanning operations which 
the owners of the building conduct on 
other land. 

(3) The applicant will give the Farm¬ 
ers Home Administration a mortgage on 
his farm including his undivided interest 
in the tract to be improved with the loan. 
The interest of other co-owners of the 
jointly owned building who are not appli¬ 
cants may be excluded from the mort¬ 
gage upon prior approval by the National 
Office, as provided in § 1822.10(b) (4) (il). 

(4) The owners have written agree¬ 
ments as to the construction and use of 
the service building. 

(5) The service building will not (i) 
cost more than $50,000 if it is to be con¬ 
structed new or, ( 11 ) have a depreciated 
replacement value as improved of more 
than $50,000 if it is an existing building 
to be enlarged or improved. 

( 6 ) All funds to be used to finance 
construction of the joint facility will be 
deposited in the supervised bank account. 

(j) Section 502 RH loans to farm 
ownership (FO) or soil and water <SW) 
borrowers. ( 1 ) When an FO or SW 
borrower’s total subsequent credit needs 
cannot be met with a subsequent FO or 
SW loan, but can be met w r ith a section 
502 RH loan, such a loan may be made 
if— 

(i) The borrower meets the eligibility 
requirements for a section 502 RH loan 
and an FO loan or SW loan. However, 
in an exceptional case an RH loan may 
be made to an FO borrower who, because 


of age, physical disability, or death of 
the spouse, is unable to operate the farm 
or carry on fanning operations, provided 
a decision has been made to continue 
with the FO loan. 

(ii) The loan, when added to the un¬ 
paid principal balance plus past-due 
Interest of any FO, SW, RH, or LH loan 
plus other debts against the farm or any 
other security given for a Farmers Home 
Administration real estate loan or to be 
given for the section 502 loan, will not 
exceed $60,000, or the normal value of 
the security for the loan, whichever is 
less. 

(2) A loan may be made to an FO or 
SW borrower on the basis of real estate 
security, nonreal estate security, or a note 
only. 

(3) If a mortgage on the farm will be 
taken as security, a new appraisal will be 
prepared when the circumstances out¬ 
lined in § 1822.17(a) exist. 

(Sec. 506. 63 Stat. 435, as amended; 42 U.S.C. 
1476) 

§ 1822.8 Source of fund* and rale* and 
terms. 

(a) Source of funds. Direct loan 
funds will be used for loans to senior 
citizens, low-income participants in or¬ 
ganized self-help housing projects, and 
families receiving a disaster type of loan. 
Insured loan funds will be used for all 
other section 502 RH loans. An insured 
loan may be made by a private lender or, 
if one is not available, with funds from 
the Rural Housing Insurance Fund. 

(b) Interest rate per annum on unpaid 
principal. (1) Insured loans to appli¬ 
cants whose family income is above 
moderate will bear interest at 5% percent. 

(2) Insured loans to applicants whose 
family income is low or moderate will 
bear interest at 5 percent. 

(3) Direct loans to senior citizens and 
to low-income applicants participating 
In an organized self-help project will bear 
interest at 4 percent. 

(4) Direct loans under the provisions 
of paragraph XVT to any qualified appli¬ 
cant to replace or repair a building de¬ 
stroyed or damaged because of a natural 
disaster will bear interest at 3 percent. 

(c) Amortization period. Each sec¬ 
tion 502 RH loan will be scheduled for 
repayment over a period not to exceed 33 
years (10 years if not secured by real 
estate mortgage) from the date of the 
note or such shorter period as may be 
necessary to assure that the loan will be 
adequately secured, taking into account 
the probable depreciation of the security. 

§ 1822.9 Technical services. 

(a) Planning and performing devel¬ 
opment. The development work will be 
planned and completed in accordance 
with Part 1804 of this chapter. 

(b) Appraisal. (1) For a loan exceed¬ 
ing $2,500, the farm or nonfarm tract to 
be mortgaged as security will be ap¬ 
praised by a Farmers Home Administra¬ 
tion employee authorized to make real 
estate appraisals. If a mortgage will be 
taken on other real estate as additional 
security, it will be appraised when it 
represents a substantial portion of the 
security for the loan or w’hen requested 
by the other loan approval official. 
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(2) For a loan not exceeding $2,500. 
an appraisal of real estate to be given as 
security will not be made unless the 
County Supervisor or loan approval offi¬ 
cial is uncertain as to the adequacy of 
the security. If, in such a case, an ap¬ 
praisal is not made by an employee au¬ 
thorized to make real estate appraisals, 
the County Supervisor will indicate on a 
separate sheet his estimate of the nor¬ 
mal value of the real estate to be given 
as security. 

<3) For security other than real es¬ 
tate, the County Supervisor will list on 
Form FHA 440-21, “Appraisal of Chattel 
Property." or State form, if one has been 
developed, the items to be given as se¬ 
curity and his estimate of the normal 
value of the security. In determining the 
value of chattel security (except a chattel 
mortgage on a leasehold), the County 
Supervisor will take into consideration 
the length of time the chattels will serve 
as security and the useful life of such 
security. In the case of other security, 
the County Supervisor will include in the 
appraisal form a supporting statement of 
his estimated value. Usually this will in¬ 
clude a narrative description of the se¬ 
curity, its current cash value, the rela¬ 
tive stability of the value of the security, 
and how the security is to be mortgaged 
or otherwise taken as security for the 
loan. 

(4) In case of a loan to a farm lessee 
not secured by a mortgage on the lease¬ 
hold, the County Supervisor will indi¬ 
cate on a separate sheet his estimate of 
the normal value of the applicant’s 
equity in his leasehold interest. 

(c) Title clearance and legal services. 

(1) When real estate will be taken as 
security (including a mortgage on a farm 
leasehold), title clearance and legal serv¬ 
ices for making and closing the loan will 
be provided In accordance with Part 1807 
of this chapter. Except for real property 
to be purchased, the applicant will be 
requested to furnish title evidence at any 
time during the loan processing period 
after the County Supervisor determines 
that the loan probably will be made. If 
the County Supervisor is doubtful as to 
whether the loan will be approved, he 
will not require the applicant to furnish 
title evidence until after loan approval. 
For real property to be acquired, title 
clearance and legal services will not be 
requested until the loan is approved. 

(2) When a real estate mortgage Is 
not to be taken, the applicant will be re¬ 
quired to submit the original or a certi¬ 
fied or photostatic copy of his deed, pur¬ 
chase contract, or other instrument evi¬ 
dencing ownership. If the County Su¬ 
pervisor is uncertain as to whether or 
not the applicant is a qualified owner, he 
will require the applicant to furnish ad¬ 
ditional Information or obtain the opin¬ 
ion of the Office of the General Counsel 
as to the evidence of ownership sub¬ 
mitted by the applicant and its advice 
as to any further information or action 
that may be needed. 

(3) When chattels will be taken as se¬ 
curity, a lien search will be obtained In 
accordance with Subpart B of Part 1831 
of this chapter. 


(Sec. 506. 63 Stat. 435, as amended; 42 U.S.C. 
1476) 

§ 1822.10 Security. 

(a) General. Loans other than those 
made under paragraph (d) of this sec¬ 
tion will be adequately secured to pro¬ 
tect the Interest of the Farmers Home 
Administration during the scheduled re¬ 
payment periods. 

(1) Any loan of more than $2,500 and 
any loan scheduled for repayment in 
more than 10 years from the date of the 
note will be secured by a real estate 
mortgage as provided in paragraph (b) 
of this section. 

(2) A loan of not more than $2,500 
scheduled for repayment in not more 
than 10 years from the date of the note 
may be secured by— 

(i) Real estate or chattels; or 

(ii) Other security that cannot be 
converted to cash without jeopardizing 
the borrower’s farming operations or 
means of livelihood. Examples of such 
other security are the cash value of life 
insurance policies, cooperative member¬ 
ships, income producing leases, and 
transferable water stocks of security 
value. 

(3) When both real estate and chattel 
security are taken for a loan with a 
longer payment period than the maxi¬ 
mum period for which the chattel lien 
will be valid under State law, the loan 
approval official will determine that the 
real estate security will be adequate to 
secure the scheduled unpaid balance of 
the loan when the chattel lien expires. 

(b) Real estate. When a real estate 
mortgage is required, a mortgage will be 
obtained on all interests in the entire 
farm or nonfarm tract to be improved, 
except as provided in this subsection and 
subject to exceptions and reservations 
waived under Part 1807 of this chapter. 
Usually such loans will be secured only 
by real estate. When necessary to sup¬ 
plement the applicant’s equity in the 
farm or nonfarm tract to be mortgaged, 
or to facilitate servicing the loan, a mort¬ 
gage also may be taken on other real 
estate or on chattels or other property 
owned by the applicant. However, non- 
real estate security may not be relied 
upon for more than $2,500 of the loan. 

(1) If the applicant’s title to any part 
of the farm or nonfarm tract is defective 
(in the sense that it is not good title mar¬ 
ketable in fact or that the State law will 
not recognize a recordable mortgage 
upon it) and the defect cannot be cured 
at reasonable cost, the loan may be made 
subject to the following conditions: 

(i) No security value will be accorded 
to the parcel of real property to which 
title is defective. 

(li) No improvements to be con¬ 
structed or repaired with loan funds will 
be located on the parcel to which title 
is defective, except that with the prior 
approval of the National Office, up to 
$2,500 in loan funds may be used for 
improvements on such parcel if it is 
owned by the applicant and if the loca¬ 
tion of such improvements on such parcel 
I ^ esS ential 

(iii) A real estate parcel to which title 
is defective will be included in the mort¬ 


gage unless the loan approval official, 
with the advice of the Office of the Gen¬ 
eral Counsel determines that the appli¬ 
cant’s Interest cannot be subjected to a 
recordable mortgage recognized by the 
State law, or that to include the parcel 
would unduly complicate loan servicing 
or liquidation. 

(2) A junior mortgage may be taken as 
security for a loan provided— 

(i) The prior mortgage as affected by 
the State law does not contain such pro¬ 
visions for future advances, payment 
schedules, forfeiture or cancellation, 
foreclosure without adequate notice to 
junior lienholders, or other matters as 
may jeopardize Farmers Home Adminis¬ 
tration’s security position or the borrow¬ 
er’s ability to pay the loan; or 

(ii) Such provisions are satisfactorily 
limited, modified, waived, or subordi¬ 
nated. 

(3) When a mortgage is required by 
paragraph (a) (1) of this section to 
secure a loan to an applicant as lessee 
of a farm, a valid and enforceable mort¬ 
gage on his leasehold Interest in the farm 
will be required. The unexpired term of 
the lease must be at least 10 years and 
must extend beyond the repayment 
period of the loan for a sufficient period 
to provide a reasonable likelihood that 
the objectives of the loan will be 
achieved. The unexpired term of the 
lease must be at least 50 percent longer 
than the repayment period of the loan 
unless, to compensate for a shorter 
period of the lease beyond the repayment 
period of the loan, the borrower gives 
other security of sufficient value, includ¬ 
ing, for example, a lien upon the bor¬ 
rower’s right to receive from his lessor 
compensation at the expiration of the 
lease for the unexhausted value of the 
improvements made with the loan. The 
mortgage on a leasehold may be supple¬ 
mented by additional security. Spetfte 1 
provisions necessary to protect the Oo v " 
eminent, such as the items enumerated 
in § 1822.7(h), will be included in tne 
lease, a consent to mortgage, a subordi¬ 
nation, or other appropriate instrument 
executed by the lessor and the borrower. 

(4) For a loan to improve a farm or 
nonfarm tract, or a part thereof, m 
which the applicant owns only an un¬ 
divided interest, the interests of all tne 
co-owners will be Included in the mor - 
gage, with the following exceptions. 

(i) When not required under § lo—■ 
(1X3). 

(ii) When one or more of the co-own¬ 
ers are not legally competent °r c .^°; 
be located or the ownership rights are 
divided among such a large numbei 
co-owners that it is not practical fo 
their interests to be mortgaged, 
mortgaging of interests not exceeding 
percent may be excluded f ro “^! val by 
rity requirements upon prior approval oy 
the National Office of the State Director s 
recommendation accompanied by 
statement of ownership and conditions 
which justify the exclusion sum 
case the loan may not exceed the norm 
value of the equity represented W 
interests of the owners who sign tn 
mortgage. In determining 
consideration will be given to a y 
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verse effect which might result from sale 
of the mortgaged interests separately 
from the nonmortgagea interests and 
from rights of partition accruing to the 
owners of the nonmortgaged interests. 
All legally competent co-owners using or 
occupying the property will be required 
to sign the mortgage. 


(iii) When the applicant for a section 
502 RH loan owns the entire interest 
in a part of the farm and plans to build 
or improve a residence and related facil¬ 
ities on that part, and owns not less than 
50 percent interest in the rest of the 
farm, a mortgage on the interest of the 
co-owners may be excluded from the 
security requirements upon prior ap¬ 
proval by the National Office of the State 
Director’s recommendation accompanied 
by a full statement of ownership and 
conditions which justify the exclusion, 
provided the loan will be adequately 
secured by the normal value of the tract 
in which the applicant owns the entire 
interest, the normal value of the jointly 
owned tract is at least equal to the debts 
against it and such debts are not liens 
on the part of the farm in which the 
applicant owns the entire interest, the 
joint ownership of a part of the farm 
and operation of this land by the appli¬ 
cant has been a successful arrangement 
and is likely to continue to be successful, 
and no RH funds will be used to con¬ 
struct or improve farm service buildings 
to be used primarily in connection with 
the operation of the jointly owned land, 
and the liens on the jointly owned lands 
do not include land in which the appli¬ 
cant owns no interest nor secure debts 
for which the applicant is not liable. 

(5) When the applicant is the owner 
of a life estate qualified under § 1822.3, 
the remainderman will be required to 
Join in executing the mortgage with the 
following exception: When one or more 
of the remaindermen are not legally com¬ 
petent or cannot be located or the re- 
Hiainder rights are divided among such 
f large number of remaindermen that it 
is not practicable to obtain the signa¬ 
tures of all the remaindermen, the 
mortgaging of remainder Interests not 
exceeding 50 percent of the total remain¬ 
der interest may be excluded from the 
security requirements upon prior ap¬ 
proval by the National Office of the State 
sector’s recommendation accompanied 
pr ?, memorand um stating complete own- 
. lll * o nnation and circumstances 
the delusion. In such a 
ase the loan may not exceed the normal 
inf* represented by the 

terests of those who sign the mortgage, 
with due regard to all special 
factors involved. Remaindermen 
n * be required to sign the note when 
thp *° a sound loan or to obtain 
tne required security. 

Garni Ch * tte ^ When authorized by 
Ka*p S .!» apll u (a * °* this section, a mort- 
chltf?? ay ** taken on selected items of 
If ‘viinVi 0r °^ ler nonreal estate security 
the ftm£ mortgage wiU not interfere with 
ine s obta ining needed operat- 

When only a chattel mort- 
it orriL » en 88 security for the loan. 

»t rl y WiU a ** »»«>• m an 

optional case, a mortgage subject 


only to a first mortgage held by another 
creditor or the Farmers Home Admin¬ 
istration may be taken on chattel prop¬ 
erty provided the applicant clearly has 
sufficient mortgageable equity in the 
chattels to secure the loan. 

(d) Promissory note. A loan of not 
more than $1,500 may be made on the 
basis of the borrower’s promissory note 
without taking other security when— 

(1) The applicant has a good reputa¬ 
tion for paying his debts promptly; 

(2) He is in a strong financial position 
and will have sufficient income to meet 
all his obligations; and 

(3) The loan approval official deter¬ 
mines that, on the basis of normal value, 
the applicant has equity at least equal 
to the amount of the proposed loan in 
assets that would be acceptable as se¬ 
curity for the loan. 

§ 1822.11 Prorr»Minp application;- and 
County Committee certification. 

(a) Applications. Applications for sec¬ 
tion 502 RH loans will be taken on Form 
FHA 410-1, “Application for FHA Serv¬ 
ices.” and processed in accordance with 
Part 1801 of this chapter. A person who 
is not a rural resident is not eligible for 
a loan unless he is the owner of a farm 
or nonfarm tract. 

(1) In every case in which the appli¬ 
cant’s family income is above mod¬ 
erate, and in any other case in which 
there may be any likelihood that the 
applicant could obtain the credit he 
needs to supplement his available re¬ 
sources to acquire an adequate dwelling 
or farm service buildings, the County 
Supervisor will require the applicant to 
make a diligent effort to obtain credit 
from other sources. 

(1) Applicants will be expected to ap¬ 
ply for credit from lenders engaged in 
extending long-time housing credit in 
the area. 

(ii) Applicants should be advised to 
request lenders to indicate the amount 
and terms of housing credit they might 
be willing to extend to the applicant. 

(iii) When appropriate, the County 
Supervisor should check on evidence pre¬ 
sented by an applicant that he cannot 
obtain adequate credit elsewhere. 

(lv) Letters from the lenders and any 
other evidence indicating that the appli¬ 
cant is unable to obtain credit elsewhere 
will be included in the loan docket. 

(v) In no case will a loan be made to 
an applicant who is able to obtain the 
credit he needs to supplement his avail¬ 
able assets at terms he can reasonably be 
expected to pay to provide a necessary 
adequate dwelling or necessary adequate 
farm service buildings. 

(2) In any case in which a County 
Supervisor detennines that there Is no 
possibility of the applicant’s obtaining 
adequate housing credit elsewhere and, 
therefore, does not require the applicant 
to provide evidence that he has made an 
effort to obtain such credit, the County 
Supervisor will record his conclusion and 
the basis for it in the loan docket. 

(b) Determination of income level of 
the applicant family. (1) The County 
Committee will recommend in each case 
as to whether the applicant’s family in¬ 


come should be considered as being in the 
“low or moderate” income group or in the 
“above-moderate” group. This determi¬ 
nation will be made after the County 
Supervisor has had an opportunity to 
verify the income and financial infor¬ 
mation submitted by the applicant. 

<2) Families in the “low or moderate” 
income group are those whose income is 
not significantly greater than the amount 
needed, considering the size and composi¬ 
tion of the family, to enable them to have 
a reasonable level of living and meet 
necessary obligations and expenses, in¬ 
cluding payments on an RH loan to fi¬ 
nance a modest home or essential farm 
service buildings and related facilities. 

(3) Families in the “above-moderate” 
Income group are those whose income is 
above the level needed to meet the re¬ 
quirements specified in subparagraph < 2) 
of this paragraph. As a general rule, 
these will be families who could, if they 
were located in an urban area, obtain 
housing credit from another source. 

(4) For an insured RH loan the fol¬ 
lowing will be added as item 7 of Form 
FHA 440-2, “County Committee Certi¬ 
fication.” 

7. For an EH insured loan, we recommend 
this applicant be considered as being in the 
(check one) □ “low or moderate" or □ 
“above-moderate" income group. 

(c) Certification by County Com¬ 
mittee. Before a loan is approved, the 
County Committee will make the neces¬ 
sary certifications on Form FHA 440-2. 
Before executing Form FHA 440-2, the 
County Committee will consider basic 
documents such as Form FHA 410-1, 
Form FHA 431-3, or Form FHA 431-2, 
and, if applicable, Form FHA 431-1, 
“Long-Time Farm and Home Plan,” 
Form FHA 424-1, together with the plans 
and cost estimates for the proposed im¬ 
provements, the appraisal report, or, 
when applicable, an estimate of the value 
of other property to be given as security. 
If the applicant is a senior citizen and 
the note is to be cosigned, information re¬ 
quired from the cosigner and a statement 
by the County Supervisor regarding the 
cosigner also will be considered by the 
County Committee in making its certi¬ 
fication. Members of the Committee may 
want to interview the applicant and 
want to see the farm or nonfarm tract 
on which the loan is to be made. 

(1) If the Committee determines that 
it can make the necessary certification 
on Form FHA 440-2, the amount of the 
loan to be shown in the form is that for 
which the docket has been developed 
or a lesser amount if the Committee de¬ 
tennines that the applicant cannot rea¬ 
sonably be expected to succeed with the 
loan as proposed. 

(2) Ordinarily, the amount of the 
loan plus any other liens against the 
security will not be in excess of the rec¬ 
ommended normal value of the security 
as shown on the appraisal report. A loan 
docket w r lll not be developed when a 
loan plus any other liens against the 
security would be significantly in excess 
of the recommended normal value of the 
security. In an unusual case w T hen the 
amount of a loan needed for success 
plus any other liens that will be against 
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the security is slightly above the recom¬ 
mended normal value of the security and 
the County Committee and the County 
Supervisor believe that the loan should 
be made, Form FHA 440-2 may be com¬ 
pleted. In such a case, the completed 
loan docket will be submitted to the 
State Office for a determination as to 
whether it is justifiable to establish the 
normal value of the security above the 
appraiser’s recommended normal value. 
If the loan approval official determines 
that the normal value is in excess of 
the appraiser’s recommended normal 
value, he will record his determination 
of the normal value of the security on 
Form FHA 440-3. 

(d) Optioning of real estate. If the 
loan includes funds to purchase real 
estate, the applicable provisions of FHA 
Instruction 443.1 regarding options will 
be followed. In any case in which there 
1 s a likelihood of termite infestation or 
damage to a building being purchased, 
the following will be inserted in the 
option form: 

The seller agrees to furnish, at seller’s ex¬ 
pense, to the buyer a certificate from a 
reliable firm certifying that the foUowlng 
described building(s) covered by this option 

(1) is now free of termite infestation, and 

(2) either is now free of unrepaired termite 
damage or has suffered unrepaired termite 
damage which is specifically described in the 
certificate: 


(Describe building(s)). 


(Sec. 508, 63 Stat. 436, as amended; 42 U.S.C. 
1478) 

§ 1822.12 Preparation of loan docket. 

(a) Farm and home plans or family 
budget form . Form FHA 431-2 will be 
developed for loans to farmers who de¬ 
pend on farm income for a livelihood. 
Form FHA 431-1 also will be prepared 
whenever appropriate. When a loan is 
to be made to a nonoperator farmowner, 
the columns in tables B, “Corps, Pasture, 
Etc.—Production and Sales,” and C, 
“Livestock and Products—Production 
and Sales,” of Form FHA 431-2 pertain¬ 
ing to the operator’s share will be 
changed to owner’s share. If an appli¬ 
cation is being considered early in the 
crop year for a borrower who has a cur¬ 
rent Form FHA 431-2, such form will 
be revised to show changes in the finan¬ 
cial statement and significant changes 
in the planned operations; however, if 
the crop year is well advanced or com¬ 
pleted, a farm and home plan will be 
developed for the ensuing year. If the 
applicant does not depend on farm in¬ 
come for a livelihood, Form FHA 431-3 
will be used. 

(b) Agreements from prior lienhold¬ 
ers. When the loan is to be secured by 
a Junior real estate mortgage, agree¬ 
ments will be obtained from prior lien¬ 
holders to any extent necessary to com¬ 
ply with § 1822.10(b). 

(c) Information concerning prior 
mortgage . The applicant for a loan to 
be secured by a junior real estate or 
chattel mortgage will be required to fur¬ 
nish the County Supervisor, before the 
docket is assembled, a copy of each 
mortgage held by a prior lienholder and. 


if available, a copy of each secured note 
or other obligation. In addition, the 
County Supervisor will be furnished a 
current statement signed by the mort¬ 
gagee showing (1) the amount of unpaid 
principal secured by the mortgage. (2) 
the amount of any accrued interest, (3) 
whether the account is current or the 
amount of any delinquency, with inter¬ 
est and principal shown separately, and 
(4) if a copy of the note is not furnished, 
its maturity date, payment schedule, in¬ 
terest rate, and a summary of any other 
provisions of the note. All these docu¬ 
ments will be included in the docket for 
the information of the loan approval 
official. Any cost incident to obtaining 
them will be paid by the applicant. 

(d) Information about cosigner for a 
senior citizen loan. When the note of a 
senior citizen borrower will be cosigned, 
information obtained from the cosigner 
will include a current financial state¬ 
ment, a statement of income and ex¬ 
penses. the nature of his employment, 
and a brief statement as to his employ¬ 
ment history. The information required 
from the cosigner will be supplemented 
by a statement by the County Supervisor 
as to the cosigner’s financial condition 
and reputation for paying his debts and 
any other information that would be of 
assistance to the loan approval official 
in determining the soundness of the 
loan. This information will be included 
in the docket. 

§ 1822.13 Loan approval. 

(a) Delegation of authority. The State 
Director is authorized to approve or dis¬ 
approve loans in accordance with this 
Subpart A. However, no initial RH or 
subsequent RH loan may be approved by 
the State Director without the consent of 
the National Office if (1) the amount of 
the loan plus the unpaid principal bal¬ 
ance and any past-due interest on liens 
against the security for the loan and 
against any other real property of the 
applicant would exceed $50,000, or (2) 
the proposed loan, together with the 
principal balance owed on other Farm¬ 
ers Home Administration loans, would 
cause the total indebtedness to Farmers 
Home Administration to exceed $50,000. 
The loan docket and the State Director’s 
recommendation should be submitted 
with any request for authority to ap¬ 
prove a loan in excess of these limita¬ 
tions. The State Director may redele¬ 
gate, restrict, or revoke loan approval au¬ 
thority to: State Office employees other 
than Area Supervisors and to County Su¬ 
pervisors and GS-7 Assistant County 
Supervisors in accordance with Part 1821 
of this chapter, except that he may not 
redelegate below the State Office level 
authority to approve loans pursuant to 
§ 1822.16. 

(b) Approval or disapproval of a loan . 
When a loan is approved, the loan ap¬ 
proval official will: 

(1) Indicate on all copies of Form FHA 
440-3 any condition that must be met be¬ 
fore the loan is closed and specify the 
security requirement that the applicant 
will need to meet, such as a first real es¬ 
tate lien, or a junior lien subject to cer¬ 
tain prior liens, and so forth. If title 


evidence is required in accordance with 
Part 1807 of this chapter or in accordance 
with any special requirements for the 
loan but is not included in the docket, 
the loan may be approved subject to the 
applicant’s furnishing the required title 
evidence. When the applicant furnishes 
satisfactory title evidence, the County 
Supervisor will proceed with processing 
the loan, except that in those cases in 
which the title evidence does not com¬ 
ply with the conditions specified by the 
approval official, the docket will be re¬ 
considered by the loan approval official. 

(2) Sign the approval certification on 
the original and two copies of Form FHA 
440-3 and insert his title in the space 
provided. 

(3) For a direct loan or an insured 
loan from the insurance fund, sign Form 
FHA 440-1 and insert his title in the 
space provided. 

(4) If a loan is not approved after the 
docket has been developed, the reasons 
for such action will be shown on the orig¬ 
inal Form FHA 440-3, it will be initialed 
and dated, and the County Supervisor 
will notify the applicant of the disap¬ 
proval and the reasons. If the notice was 
not in writing, the County Supervisor 
will record in the running record a brief 
summary of the discussions with the ap¬ 
plicant and should advise the County 
Committee of the action taken on the 
loan. 


§ 1822.14 Actions subsequent to loan 
approval. 

(a) Requesting check. When the loan 
has been approved, approval conditions 
can be met, any necessary curative ac¬ 
tions have been taken to provide a satis¬ 
factory title to any real estate security, 
and a date has been set for loan closing, 
the County Supervisor will order the 
loan check. However, the check may be 
requested at the time of loan approval 
if real estate will not be taken as security 
or, if real estate is taken as security and 
satisfactory title evidence is obtained 
prior to loan approval. 

(1) For a direct loan or an insured 
loan from the insurance fund, if tne 
check is to be ordered at the time oi 
loan approval, the County SuP ei ^°I 
will mark the block in Form FHA 44(M 
for issuance of the check and sign an 
date the portion of the form to 

the check. If the check is not ordered 
at the time of loan approval, a^copy oi 
Form FHA 440-3 will be completed alter 
loan approval to request the 
sufficient time to obtain the check P 
to the loan closing date. In the la t * 
case if the Form FHA 440-3 sent 
Finance Office when the loan was P* 
proved showed that the loan 
made from the insurance fund “ u ”. nl 
is determined that a private lender wiu 
furnish the funds for the loan, the 
of Form FHA 440-3 to be sent to tn 
Finance Office to request the checK * 
show that a private lender Is available 
and the insurance fund obligation 
be canceled. . ... 

(2) For an Insured loan by a P" v ® 
lender, the County Supeirisor « 
quest the check by preparing Form 
440-7. ‘ Request for Check, in an o , 
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inal and one copy and submit the orig¬ 
inal to the State Director. If the name 
of the lender is known, the County Su¬ 
pervisor will enter it on Form FHA 440-7. 
If the lender does not require attesta¬ 
tion of the County Supervisor’s signa¬ 
ture, the original Form FHA 440-7 may 
be delivered to the lender and the copy 
sent to the State Office. In a case where 
the seller of property being purchased by 
the borrower is also the insured lender, 
the amount of check requested will be 
only for the amount of cash, if any, he 
will advance. If the bank handling the 
supervised bank account will require the 
lender’s personal check to clear before 
disbursing funds, the lender will be re¬ 
quested to furnish a certified or cashier's 
check. When suitable arrangements can 
be made with the lender, a bank draft 
may be used to obtain the loan funds. 
The lender or his representative may 
present the check at the time the loan 
is closed, or, if desired, the check may 
be mailed to the County Supervisor in 
sufficient time for closing. 

(3) The State Office will take the fol¬ 
lowing action when Form FHA 440-7 is 
received from the County Office unless 
the County Supervisor has delivered the 
original completed Form FHA 440-7 to 
the lender: 

(1) Check or insert the name and ad¬ 
dress of the lender and see that these 
entries are correct. 

<ii) Attest the signature of the County 
Supervisor on the original of Form FHA 
440-7. 

(iii) Forward the original Form FHA 
440-7 to the lender. 

(b) Handling loan checks. (1) For a 
direct or insured loan, if the loan check 
is to be deposited in a supervised bank 
account, this will be done on the date of 
loan closing in accordance with Part 1803 
of this chapter after it has been deter¬ 
mined that the loan can be closed. 

(2) When a private lender issues a 
loan check payable jointly to the bor¬ 
rower and the Farmers Home Adminis¬ 
tration, the County Supervisor is au¬ 
thorized to endorse the check on behalf 
of the Farmers Home Administration at 
the time of loan closing as follows: 

Endorsed without recourse: 

Farmers Home Administration 

By. 

Title. . 


The State Director also is authorized tc 
endorse such a check in the same man- 
rf r * Authority to endorse such check* 
a no way relates to or modifies the regu¬ 
lations contained in Part 1862 of thi* 
napter regarding collection items or the 
endorsement of such items. 

a loan clieck other than a check 
i r* 1 a Private lender is received and the 
frmi *f nnofc he closed within 21 day* 
o,.,!* 1 °* the check, the County 

in I Visc ! 1 r take appropriate action 
Siapte? rdanCe With Part 1803 of 

^\ ere the loan check is received 
be H rt a 5 I l vate len <ter, and the loan can 
not on tfie date previously 
be }° t,he l enc *er, the lender wib 

for ^ , ^mediately of the reasons 
r e dela y- H It Is determined that 


such a loan cannot be closed, the check 
will be returned immediately to the 
lender with a request for cancellation. 
In no case may a lender’s check be re¬ 
tained more than 21 days from the date 
of the check. When a loan check is lost, 
mutilated, or destroyed, the County Su¬ 
pervisor will immediately notify the 
lender and, if the borrower still desires 
to close the loan, the lender will be re¬ 
quested to issue a new check. When a 
check is returned to the lender and the 
loan will be closed at a subsequent date, 
another check will be requested in the 
usual manner. 

(c) Cancellation of loan. Loans may 
be canceled before loan closing by the 
use of Form FHA 440-10, “Request for 
Cancellation of Loan/’ 

(1) For a direct loan or an insured 
loan from the insurance fund, if a check 
is received in the County Office, the 
County Supervisor will return it to the 
U.S. Treasury, Regional Disbursing Of¬ 
fice, Kansas City, Mo., with a copy of 
Form FHA 440-10. 

(2) Any check advanced by a private 
lender will be returned promptly to the 
lender with an explanatory letter. 

(3) Interested parties will be notified 
of the cancellation as provided in Part 
1807 of this chapter. 

(d) Property insurance. (1) Build¬ 
ings on the property which is to be taken 
as security for the loan will be insured 
in accordance with Part 1806 of this 
chapter. 

(2) When a loan is secured by a mort¬ 
gage on chattels, and the loss of such 
chattels would jeopardize the interests 
of the Government, the County Super¬ 
visor may require the borrower to insure 
the chattels against hazards customar¬ 
ily covered by insurance in the area. 

§ 1822.15 Loan closing actions. 

(a) Review of financial statement . 
Just before loan closing, the County Su¬ 
pervisor will review with the applicant 
the financial statement which was pre¬ 
pared at the time the docket was de¬ 
veloped. If there have been significant 
changes in his financial conditions, the 
financial statement will be revised and 
initialed by the borrower and the County 
Supervisor. When an applicant’s finan¬ 
cial condition has changed to the extent 
that it appears that the loan would be 
unsound or improper, the loan will not 
be closed. If possible, a revised loan 
docket will be processed: otherwise, the 
loan will be canceled. 

(b) Preparation of note and mortgage 
and loan closing procedure . Any changes 
made in the printed or typewritten text 
of any instrument will be initialed in 
the margin by all persons signing the 
instrument. 

(1) A loan secured by a real estate 
mortgage (including a mortgage on a 
leasehold) will be closed in accordance 
with Part 1807 of this chapter. Real 
estate mortgage Form FHA 427-2, “Real 

Estate Mortgage for_(Direct 

Loan),’’ will be used for a direct loan, 
and Form FHA 427-1, “Real Estate 

Mortgage for _ (Insured 

Loan)will be used for an insured loan. 


(1) For an Insured loan on a nonfarm 
tract, a senior citizen loan on a farm, or 
a senior citizen loan to purchase a dwell¬ 
ing, an additional covenant will be In¬ 
serted in the mortgage as follows: 

Borrower will personally occupy and use 
any buildings on said property which are 
constructed, Improved, or purchased with 
the loan secured hereby and not rent or 
lease said buildings unless the Government 
consents In writing to other occupancy or 
use or to a rental or lease. 

<li) Any special forms required in con¬ 
nection with a loan on a leasehold will 
be prepared or approved by the Office of 
the General Counsel or the State 
Director. 

(iii) For a loan secured by a mortgage 
upon a leasehold the following language, 
or similar language which in the opinion 
of the Office of the General Counsel is 
legally adequate, will be inserted in the 
mortgage just before the legal descrip¬ 
tion of the real estate: 

All Borrower's right, title, and Interest In 
and to the leasehold estate for a term 

of-years beginning on__ 19__. 

created and established by certain Lease 

dated-- 19—, executed by__ 

as lessor(s), recorded on __ 19 __ 

in Book-- page-of the Records 

of said County and State, and any renewals 
and extensions thereof, and all Borrower’s 
right, title, and interest In and to said Lease, 
covering the following real estate: 

(iv) For a loan secured by a mortgage 
upon a leasehold an additional covenant 
will be inserted in the mortgage to read 
as follows: 

Borrower will pay when due all rents and 
any and all other charges required by said 
Lease, will comply with all other require¬ 
ments of said Lease, and will not surrender or 
relinquish, without the Government’s writ¬ 
ten consent, any of Borrower's right, title, or 
interest in or to said leasehold estate or under 
said Lease while this instrument remains in 
effect. 

(2) Form FHA 440-16, “Promissory 
Note (Insured Loan),” will be used for 
insured loans and Form FHA 440-17, 
“Promissory Note (Direct Loan),” will be 
used for direct loans. 

(I) The note will be signed In accord¬ 
ance with Part 1807 of this chapter. 

(ii) The amount of the first install¬ 
ment will be determined by the County 
Supervisor after considering the imme¬ 
diate debt-paying ability of the borrower. 
The amount of the first installment may 
be less, but not more, than a regular 
annual installment. 

(iii) For a direct loan to a borrower 
participating in an authorized mutual 
self-help housing project, the initial pay¬ 
ment may be scheduled for the second 
January 1 after the loan is closed if the 
borrower will be unable to occupy the 
house by the first January 1. If he will 
not have sufficient income to pay a full 
installment by the second January 1, the 
payment due on the second January 1 
may be less than a full installment. 

(iv) For an Insured loan, the amount 
of the first Installment may not be less 
than the amount equal to interest on the 
loan from the date of loan closing to 
February 1 of the calendar year following 
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the calendar year in which the loan is 
closed. 

(v) In any case in which a real estate 
mortgage will not be taken, the follow¬ 
ing provision will be inserted in the note: 

No property constructed, improved, or pur¬ 
chased In whole or in part with the loan may 
be assigned, sold, transferred, or encumbered, 
voluntarily or otherwise, without the written 
consent of the Government. 

(vi) When a real estate mortgage will 
not be taken in the case of a direct loan 
on a nonfarm tract or a senior citizen 
loan on a farm, the following provision 
will be inserted in the note: 

Property constructed, improved, or pur¬ 
chased with the loan will be personally oc¬ 
cupied and used by Borrower and not rented 
or leased, unless the Government gives writ¬ 
ten consent otherwise. 

If the note form already contains a simi¬ 
lar printed provision limited to property 
constructed or improved with an RH 
loan, the printed provision will be 
stricken. 

(vii) When a senior citizen note is 
being cosigned, the following sentence 
will be inserted in the space above the 
signature and the name of the cosigner 
will be written in the blank space at the 
end of the sentence: 

The provisions of this note that the under¬ 
signed (a) personally occupy and use the 
dwelling and (b) refinance from other credit 
sources shall not apply to_ 

(3) (i) A loan on security other than 
real estate will be closed in accordance 
with § 1831.34 of this chapter except 
paragraph (a) thereof. 

(ii) Nonreal estate security instru¬ 
ments, and related instruments, as ap¬ 
propriate, will be prepared in accordance 
with Operating Loan instructions re¬ 
garding security instruments and related 
instruments except that all provisions for 
creating a crop lien or security interest 
will be deleted and for insured loans the 
Form FHA 440-15, “Security Agreement 
(Insured Loans to Individuals) (State)/' 
series will be used. 

(4) For an insured loan made with a 
private lender’s funds, the promissory 
note will be assigned to the lender simul¬ 
taneously with loan closing. This will be 
done by endorsing the note over to the 
lender, using the form of endorsement on 
the reverse of the note. Form FHA 
440-5, “Insurance Endorsement (Insured 
Loans)/’ will also be executed simul¬ 
taneously with loan closing for delivery 
to the lender with the note. If the in¬ 
surance endorsement is not to provide 
for purchase by the Government at the 
holder's option, paragraph 7 w r ill be de¬ 
leted. 

(i) Each County Supervisor and each 
State Director is authorized to sign the 
endorsement on the reverse of the note 
and to execute Form FHA 440-5. The 
insurance endorsement constitutes the 
Government’s contract of insurance of 
the loan. 

(5) For loans from the insurance 
fund, the note will not be endorsed and 
the insurance endorsement will not be 
prepared until the loan is assigned from 
the insurance fund to a lender. In such 
case, the endorsement on the reverse of 


the note and the insurance endorsement 
will be executed in accordance with Part 
1873 of this chapter. 

(6) When the first installment on a 
loan closed during December wrill be due 
next January 1, the installment will be 
collected at the time of loan closing. 

(7) Immediately after loan closing, 
there will be sent to the Finance Office 
the original note for a direct loan, the 
original and a copy of the note for an 
insured loan made from the insurance 
fund, and a copy of the note and the 
executed Form FHA 440-5 for an insured 
loan made by a private lender. 

(8) When the real estate mortgage is 
returned by the filing official, the original 
will be retained in the borrower’s case 
folder unless it is retained by the filing 
official for the county records. If the 
original is retained by the filing official in 
his official records, a copy conformed to 
show the recording date including the 
date and place of recording and the book 
and page number will be filed in the bor¬ 
rower’s case folder. A copy of the mort¬ 
gage will be delivered to the borrower. 

(c) Other actions. (1) For assignment 
of income from real estate security, 
Form FHA 443-16, “Assignment of In¬ 
come from Real Estate Security/’ will 
be used. If the form is legally inade¬ 
quate it may be adapted with the ap¬ 
proval of the Office of the General 
Counsel. The County Supervisor, upon 
the advice of the designated attorney, 
title insurance company, or Office of the 
General Counsel, as appropriate, may re¬ 
quire the acknowledgment and recorda¬ 
tion of the assignment. Any cost inci¬ 
dent thereto will be borne by the 
borrower. 

(2) If an owner’s policy of title insur¬ 
ance is obtained, it will be delivered to 
the borrower as soon as it is received 
from the title insurance company. 

(3) A loan secured by a real estate or 
chattel mortgage is closed when the 
mortgage is filed for record. In other 
cases a loan is closed when the loan funds 
are deposited in the supervised bank ac¬ 
count or otherwise made available to the 
borrower after he executes and delivers 
the note and any other required instru¬ 
ments. 

§ 1822.16 Rural Housing disaster loans. 

(a) Eligibility. When a natural dis¬ 
aster including earthquake, flood, for¬ 
est fire, severe windstorm, or lightning 
damages or destroys farm and rural 
dwellings, farm service buildings, and re¬ 
lated facilities, section 502 RH direct 
loans will be made under this section to 
eligible RH applicants for the repair or 
replacement of such buildings on the 
same or a different site. 

(b) Interest rate. Loans made under 
this section will bear interest at 3 per¬ 
cent per year. 

(c) Repair or replacement of build¬ 
ings. Repair or replacement of any 
damaged or destroyed building must be 
consistent with basic section 502 RH loan 
policies. Changes may be made in the 
building, but in any case the repaired or 
replaced building should not be signifi¬ 
cantly larger or more costly than the 
original building except as necessary to 


provide a building which is adequate but 
modest. No new building constructed 
under this paragraph will exceed the 
limits established by subparagraphs (1) 
and (3) of § 1822.7(c). 

(d) Approval authorization . The au¬ 
thority to approve rural housing dis¬ 
aster loans will not be redelegated by the 
State Director below the State Office 
level. The State Director will approve 
any disaster loan only after he deter¬ 
mines that (1) the loss or damage was 
due to a natural disaster, (2) the appli¬ 
cation was filed wrtthin 12 months from 
the date the loss or damage occurred, (3) 
the applicant is using his available as¬ 
sets, including insurance loss payments, 
to repair or replace any damaged or 
destroyed building, (4) the loan will sup¬ 
plement other assistance, such as State 
or local. Small Business Administration, 
and Red Cross assistance, to the extent 
available, and (5) if the applicant is a 
nonowner occupant, the building he oc¬ 
cupied was so badly damaged by the 
disaster that it is no longer habitable 
and the owner does not intend to repair 
or replace the building. Adequate in¬ 
formation wrill be included in the docket 
to enable the State Director to make the 
determination required by this subsec¬ 
tion. 

(e) Nature of loss. Each case will be 
identified by “NATURAL DISASTER” 
on Form FHA 440-3, in the block, “Source 
of Funds,’’ and on Form FHA 444-2, be¬ 
neath the heading. In part D, item III, 
of Form FHA 444-2, beneath “Use of 
Funds/’ “Description of Loss” w T ill be 
entered and the circumstances surround¬ 
ing the loss will be fully documented. 
The cause, nature, and extent of the 
physical damage, the amount of any in¬ 
surance loss payments, and the cost of 
repair or replacement should be re¬ 
corded. 

(f) Deferred payments. On loans 
made under this section, payments of 
interest and principal may be scheduled 
so as not to begin for a period up to 5 
years from the date of the loan, subject 
to compliance with all the following 
conditions: 

(1) The applicant, as a result of 

the loss suffered from the disaster, has 
had a substantial loss of income or his 
essentia) debts, including the proposed 
RH loan, have increased substantially 
as a result of the disaster. An applicant 
who has not experienced an income loss 
as a result of the natural disaster may 
not qualify for a deferment if the only 
additional debts he had to incur was 
for the repair or replacement of nis 
dwelling. . in 

(2) The income loss or increase m 
essential debts must be sufficiently grea 
so that the applicant will not likely oe 
able to pay a full annual installment 
during the proposed deferment pen 
and also meet his other essential odu- 


3) The applicant’s other indebted 
>s has been adjusted by reduction, r 
ortization, extension, or other means, 
the extent possible by negotia 

h the other creditors. 

4) There is adequate evidence til 
! applicant's income in relation to n 
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total obligations will be sufficient after 
the deferment period to enable him to 
meet the payments on the RH loan and 
all his other obligations. 

§ 1822.17 Subsequent section 502 RH 
loans. 

<o) Definition: .A subsequent section 
502 RH loan is a section 502 RH loan 
made to a borrower who has an existing 
section 502 RH loan. Subsequent loans 
may be made for the same purposes and 
under the same conditions and limita¬ 
tions as initial loans. 

(b) Processing subsequent loans: A 
subsequent loan will be processed in the 
same manner as initial loans, except that 
a new appraisal report will be required 
only when real estate will be taken sis 
security and at least one of the follow¬ 
ing exists: 

(1) The property was not appraised in 
connection with the initial loan. 

(2) The latest appraisal report of the 
real estate is over 2 years old. 

(3) The latest appraisal report is less 
than 2 years old but the appraiser recom¬ 
mended the normal market value rather 
than normal value. 

(4) The physical characteristics of 
the property have changed significantly. 

(5) The County Supervisor or loan 
approval official requests a new appraisal 

report. 

(c: Nonreal estate security: A sub¬ 
sequent RH loan may be secured wholly 
by nonreal estate, provided the amount 
of the subsequent loan plus the unpaid 
principal balance of any prior RH loan 
or loans secuerd by noneral estate does 
not exceed $2,500. 

<d) Note-only: A subsequent RH loan 
may be made on a note-only basis, pro¬ 
vided the amount of the subsequent loan 
Plus the unpaid principal balance of any 
prior RH loan or loans secured by a note 
only does not exceed $1,500. 

<e) Designation of note in real estate 
mortgage: When real estate mortgage 
is required in connection with a subse¬ 
quent RH loan, any outstanding RH 
notes will be described in the mortgage. 

The subsequent loan will bear 
Interest at a rate determined in accord¬ 
ance with this subpart, which may not 
be the same rate as borne by the initial 
loan. 

Subpaii B—Section 503 Loan Policies, 
Procedures, and Authorizations 

Authority: The provisions of this Subpart 
» issued under secs. 501. 503. 510. 63 Stat. 
YaL R8 ame nded. 434, 437: 42 U.S.C. 1471, 
oo l480: Orders of the Sec. of Agr., 19 P.R. 
28 F R * 9676, 29 F.R. 366, 2433, except as 
otherwise noted. 

§ 1822.21 General. 

Subpart B prescribes the policies, 
and delegations of authority 
iTm !I l akIng a nd subsequent Rural 

ng i oans under Sectlon 503 of the 

nousmg Act of 1949. Section 503 loans 
m oe made In accordance with the pro- 
fcions of Subpart A of this Part 1822 as 
supplemented and modified by this Sub- 
in rt B Additional provisions for mak- 
e spec lal types of section 503 loans are 
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contained in Subchapter D of this 
chapter. 

§ 1822.22 Objective. 

The objective of section 503 loans is to 
give qualified farm owners who lack suf¬ 
ficient income to repay a loan for decent, 
safe, and sanitary housing or for ade¬ 
quate farm service buildings an oppor¬ 
tunity to obtain a loan for such purposes, 
provided they can Increase their farm 
income sufficiently in not more than five 
years to meet their loan payments as they 
become due. To enable such farm own¬ 
ers to increase their incomes, funds may 
be included in the loan to buy and de¬ 
velop farm land. 

§ 1822.23 Qualifications. 

To be eligible for a section 503 loan, 
an applicant must be the owner of a 
farm and otherwise eligible under 
§ 1822.4, except that: 

(a) His housing credit needs cannot 
be met with a Farm Ownership loan 
or a section 502 loan. 

(b) Because of inadequate income 
from the farm and other sources, he can¬ 
not reasonably be expected to meet In 
full the annual payments on the loan 
during one or more of the first five years 
but can reasonably be expected to pay 
at least 50 percent of the principal 
amount due during each of the first five 
years. 

(c) His farm income can be Increased 
within not more than five years as a 
result of improvement or enlargement 
of the farm or adjustment of farm prac¬ 
tices, production, or methods sufficiently 
to pay the annual installments that will 
become due after the first five years. 

(d) The farm to be Improved will not 
be larger than an adequate family farm 
as defined in Part 1821 of this chapter. 

§ 1822.21 I.oan purposes. 

Section 503 loans may be made to qual¬ 
ified farm owners for: 

(a) The purposes specified in § 1822.6, 
and 

(b) The purchase of land to enlarge 
the applicant's farm or provide for land 
development In order to furnish income 
sufficient to support decent, safe, and 
sanitary housing and adequate essential 
farm service buildings and to encourage 
adequate family farms. Section 1821.7 

(c) of this chapter will be applicable to 
the land development items to be fi¬ 
nanced with loan funds. Funds will not 
be included for land purchase or devel¬ 
opment unless funds also are provided 
In the loan for constructing, repairing, 
or improving a farm dwelling or farm 
service building. 

(Sec. 504(b), 63 Stat. 435, 42 U.S.C. 1474(b)) 
§ 1822.25 Special requirements. 

(a) Supervision. Each borrower will 
receive intensive supervision during the 
period the contribution agreement is in 
effect and for such additional period as 
may be necessary in accordance with the 
policies in Part 1802 of this chapter. 

(b) Contributions. During each of the 
first five years following the date of the 
borrower's promissory note, the Farmers 
Home Administration may, in accord- 
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ance wdth Form FHA 444-1, “Rural Hous¬ 
ing Contribution Agreement," make an 
annual contribution in the form of a 
credit to the borrower’s indebtedness in 
an amount not to exceed the annual in¬ 
stallment of interest and 50 percent of 
the annual principal installment. Each 
such contribution must be justified by 
evidence that the borrower's Income is. in 
fact, insufficient to enable him to make 
the scheduled payment and that the bor¬ 
rower has carried out his farm plan with 
due diligence. At the time of the year- 
end analysis, the farm and home records 
and the farm and home plan will be used 
for the purpose of determining the 
amount of the contribution, if any, the 
Farmers Home Administration will make 
in the form of a credit on the borrower's 
annual installment. 

(c) Reaching an understanding with 
the applicant. The County Supervisor, 
prior to loan approval, should reach a 
thorough understanding with the appli¬ 
cant with respect to his responsibilities in 
connection with the loan. Particular at¬ 
tention should be given to the following: 

(1) The applicant will be required to 
develop and follow annual and long-time 
farm and home plans and to keep a rec¬ 
ord book as a basis for determining 
whether or not he is qualified for a con¬ 
tribution during any of the first five 
years. 

(2) The applicant will be responsible 
for providing accurate information as to 
his income and expenses. 

(3) Neither the contribution agree¬ 
ment nor credits of principal or interest 
on the loan will be assignable or accrue 
to a third party without the written con¬ 
sent of the Farmers Home Administra¬ 
tion. In case title to the farm is trans¬ 
ferred, the Farmers Home Administra¬ 
tion may require the full payment In cash 
of the entire original loan plus accrued 
interest, less any actual payments made, 
when the Farmers Home Administration 
determines that the benefits would ac¬ 
crue to a person not eligible for a section 
503 loan. The Farmers Home Adminis¬ 
tration may refuse to release the lien 
until full payment is made. 

(d) Option for land purchase. When 
land purchase is involved in connection 
with a loan. Form FHA 443-1, “Option 
to Purchase Real Property," will be ob¬ 
tained prior to the time the services of 
the appraiser are requested. The provi¬ 
sions of Part 1821 of this chapter will be 
observed in obtaining and accepting the 
option. 

(See. 504(b), 63 Stat. 435; 42 U.S.C. 1474(b)) 

§ 1822.26 Terms of loan. 

Each loan will be scheduled for repay¬ 
ment over a period of 33 years from the 
date of the note. 

§ 1822.27 Security. 

Each loan will be secured by a mort¬ 
gage on the borrower's farm and such 
other property as may be necessary to 
adequately secure the loan. 

§ 1822.28 Appraisal. 

An appraisal by an employee author¬ 
ized to appraise farms will be made 
irrespective of the size of the loan. 
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§ 1822.29 I>oan approval. 

Section 503 loans will be approved in 
accordance with the authorizations In 
§ 1822.13. 

§ 1822.30 Loan closing. 

(a) Promissory note. The first install¬ 
ment will be the amount of interest that 
will accrue on the loan from the date of 
the note to the next January 1. 

(b) Contribution agreement. Form 
FHA 444-1 will be prepared in an original 
and two copies. The original and one 
copy will be executed by the borrower and 
his wife in the same manner as the note 
and by the County Supervisor at the time 
of loan closing. One signed copy will be 
given to the borrower. 

§ 1822.31 Subsequent loans. 

(a) A subsequent section 503 loan may 
be made only to a borrower who is in¬ 
debted for a section 503 loan. A subse¬ 
quent loan may be made for the same 
purposes as an initial loan and will be 
made in the same manner as an initial 
loan except that a new appraisal will not 
be required unless: 

(1) The latest appraisal report is over 
two years old or the appraiser recom¬ 
mended the normal market value rather 
than the normal value; 

(2) The physical characteristics of the 
property have changed significantly; or 

(3) The County Supervisor or loan ap¬ 
proval official requests a new appraisal 
report. 

(b) If a section 503 borrower receives 
any other type of real estate loan during 
the first five years after he received the 
section 503 loan, the contribution agree¬ 
ment will be cancelled and he will not be 
eligible for any additional contributions. 

Subpart C—Farm Labor Housing Loan 

Policies, Procedures, and Delega¬ 
tions of Authority 

Authority : The provisions of this Subpart 
C issued under sections 502, 510. 514, 517, 63 
Stat. 433 as amended, 437, 75 Stat. 186 as 
amended, 79 Stat. 498; 42 U.S.C. 1472. 1480, 
1484.1487; Orders of Secretary of Agriculture, 
29 F.R. 16210, 16840, 30 F.R. 14049. 

§ 1822.61 General. 

This subpart sets forth the policies and 
procedure and delegates authority for 
making initial and subsequent insured 
loans under sections 514 and 517 of the 
Housing Act of 1949, to provide housing 
and related facilities for domestic farm 
labor (LH loans). 

§ 1822.62 Objective. 

The basic objective of the Farmers 
Home Administration (FHA) in making 
and Insuring LH loans is to provide 
decent, safe, and sanitary housing and 
related facilities for domestic farm labor, 

§ 1822.63 Definitions. 

As used in this subpart— 

(a) “Domestic farm labor" means per¬ 
sons who receive a substantial portion of 


their income as laborers on farms in the 
United States and either are citizens of 
the United States, or reside in the United 
States after being legally admitted for 
permanent residence, and may include 
the families of such persons. Laborers 
on farms may include laborers engaged 
in handling agricultural commodities 
while in the unprocessed stage, provided 
title to the commodity is held by the pro¬ 
ducer and the place of employment, such 
as a packing shed, is on or near the farm 
where the commodity is produced. La¬ 
borers on farms do not include workers 
on “oyster farms” or “fish farms.” 

<b) “Housing” means existing struc¬ 
tures or new structures which are or will 
be suitable for decent, safe, and sanitary 
dwelling use by domestic farm labor. 
“Housing” may include “related facili¬ 
ties” where appropriate. 

(c) “Related facilities” include com¬ 
munity rooms or buildings, cafeterias, 
dining halls, infirmaries, child care fa¬ 
cilities, assembly halls, and other essen¬ 
tial service facilities, such as central 
heating, sewerage, lighting systems, 
bathing facilities, and a safe domestic 
water supply. All related facilities must 
be reasonably necessary for proper use 
of the housing as dwellings for the do¬ 
mestic farm labor occupants. 

(d) “Individual farmowner” means 
the “owner” of a “farm” as those terms 
are defined in Subpart A of this part. 

(e) “Organization” means an associ¬ 
ation of farmers, a State or political sub¬ 
division, or a public or private nonprofit 
organization. 

(f) “Association of farmers” means a 
group of farmers acting as a single legal 
entity, of whose members each is an in¬ 
dividual devoting a substantial part of 
his time to personal participation in the 
conduct of farming operations. Though 
an association of farmers is not required 
to be a nonprofit organization, its opera¬ 
tion of the housing must be on a non¬ 
profit basis. 

(g) “Nonprofit organization” means 
an organization which is organized and 
operated on a nonprofit basis, and is 
legally precluded from distributing any 
profits or dividends to its members be¬ 
fore dissolution. 

(h) “Construct or repair” means to 
construct new structures or facilities, or 
to acquire, relocate, or improve existing 
structures or facilities, but does not in¬ 
clude the acquisition of land. 

(i) “Members” and “membership” in¬ 
clude stockholders and stock where 
appropriate. 

(j) “Board” and “directors” include 
the governing body and members of the 
governing body of an organization. 

(k) “Note” may include bond or other 
form of obligation. 

(l) “Mortgage” may include any ap¬ 
propriate form of security instrument. 

(m) “County Supervisor” and “State 
Director” mean the authorized officials 
of the Farmers Home Administration for 
the area in which the housing site is 
located. 


§ 1822.64 Eligibility requirements. 


(a) Eligibility of applicant. To be 
eligible for an LH loan, the applicant 
must meet the following requirements: 

(1) The applicant must be either: 

(1) An individual farmowner who 
meets the eligibility requirements of Sub¬ 
part A of this part: or 

(ii) An organization which will own 
the housing and related facilities, in¬ 
cluding the site, and operate them on a 
nonprofit basis. 

(2) If the housing is for labor to be 
used elsewhere than in farming opera¬ 
tions on land owned or operated by an 
individual applicant, or by an organiza¬ 
tion applicant or any of its members, or 
by a corporation wholly owned by any 
of the applicant’s members, the appli¬ 
cant must comply with subparagraph 
(1) of this paragraph and— 

(i) Be an individual who is an estab¬ 
lished resident of the community and 
will personally operate or supervise op¬ 
eration of the housing, or be an organiza¬ 
tion a majority of whose members and 
directors are established residents of the 
community; 

(ii) Have had extensive and success¬ 
ful experience in providing farm labor 
in the area; 

(iii) Have had the approval of appro¬ 
priate State officials of the applicant's 
operations, and be likely to continue to 
have such approval; and 

(iv) Be financially responsible and 
likely to succeed in the labor contracting 
b usiness 

(3) Be unable to provide the necessary 
housing from the applicant’s ow T n re¬ 
sources, including any power to levy 
taxes, assessments, or charges, and un¬ 
able to obtain the necessary credit from 
other sources upon terms and conditions 
the applicant could reasonably be ex¬ 
pected to fulfill. 

(4) Have initial operating capital and 
other assets needed for a sound loan, and 
have, after the loan is made, income suf¬ 
ficient to meet the applicant’s operating 
expenses, necessary capital replacements, 
payments on the loan and any other 
authorized debts, other reasonable ana 
necessary expenses, and the accumula¬ 
tion of reasonable reserves as required. 
Initial operating capital should be suf¬ 
ficient to pay for such costs as proper^ 
and liability insurance premiums, fidelity 
bond premiums in case of an organiza¬ 
tion, utility hookup charges, maintenance 
equipment, movable furnishings an 
equipment, printing lease forms, ana 


jther initial expenses. 

(5) Possess the legal capacity and tne 
character, ability, and experience 
sarry out the undertakings and obiua- 
tions required for the loan, including 
Dbligation to maintain and operate the 
housing and related facilities for 
purpose for which the loan is made. 

(b) Authorized representative of ap¬ 
plicant. The FHA will deal only with 
the applicant or its bona fide represen a 
tive and technical advisers. The author¬ 
ized representative of the applican m 
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be a person who has no pecuniary Inter¬ 
est in the award of the architectural or 
construction contracts, the purchase of 
equipment, or the purchase of land for 
the housing site. 


§ 1822.65 Loan purposes. 


LH loans may be made only to— 

(a) Construct or repair housing as de¬ 
fined In § 1822.63, which may include 
single family units, apartments, dormi¬ 
tory-type units, or multiuse housing. 

(b) Improve the necessary land on 
which the housing will be located, such 
as landscaping, foundation plantings, 
seeding and sodding lawns, and con¬ 
structing walks, yard fences, parking 
areas, and driveways. 

(c) Develop and install related facili¬ 
ties as defined in § 1822.63(c), and other 
related facilities, subject to the limita¬ 
tions of § 1822.63(c) (1), for the use of the 
occupants of the housing, such as: 

<1) Recreation area or center; 

(2) Central cooking and dining facili¬ 
ties; 

<3> Small infirmary for emergency 
care only; 

(4) Laundry facilities; 

(5) Fallout shelters or similar protec¬ 
tive structures; 

(6) Essential equipment, which upon 
Installation, legally becomes part of the 
real estate. The applicant must provide 
movable-type furnishings and equipment 
from his own funds. 

<d) Pay related costs such as fees and 
charges for legal, architectural, and 
other appropriate technical services. 

(e) Pay interest which will accrue on 
the loan from the date of loan closing to 
the estimated completion date of con¬ 
struction which the applicant cannot 
pay from other resources. 

§ 1822.66 Limitations. 


(a) Docket development. No docket 
for a loan or loans which would result in 
the applicant’s LH indebtedness exceed¬ 
ing $500,000 will be developed without 
the prior consent of the National Office. 
* or the Purpose of this paragraph, two 
organizations will be considered one if a 
jnajority of the members or directors are 
tne same persons. Any requests for such 
consent must include detailed, accurate, 
complete, and current information con¬ 
cerning: 


1) Name and address of applicant; 

- Applicant’s assets; 

* A listing of any debts owed; 

V Status of each debt; 

n ^ rma ^ on on any interlocking 
un A Sh * ps or boar(Js of directors; 
w r Applica nt’s experience in operat- 
o farm labor housing; 

to f * Applic ant r s financial contribution 
w the project; 

for the^mfsing estima *' e * uture need 
^^Planned 618 ^ ^ escription b °us- 

thp 10 ' Evi< *ence of need submitted by 
vw* PPliCan ^ and Wie County Super- 
T s valuation; and 

r, } other factors having a bear- 
ne* need for anci financial sound- 
of the proposed housing. 


<b) Loan limits to an individual. A 
loan to an individual may not exceed 
the normal value of the farm improved 
with the loan, as determined by the loan 
approval official, less the unpaid principal 
balance plus past-due interest of any 
prior or junior liens that will or are 
likely to exist against the property after 
the loan is closed, or the actual cost to 
the applicant of approved items eligible 
under § 1822.65. 

(c) Loan limits to an organization . 
The amount of a loan to an organization 
may not exceed the estimated depreciated 
replacement value of the completed 
housing and related facilities financed 
with the loan, or the actual cost to the 
applicant of approved items eligible un¬ 
der § 1822.65. whichever is less. Also, the 
amount of the loan added to unpaid 
principal plus past-due interest of any 
other liens that will or are likely to exist 
against the security may not exceed its 
present market value. 

(d) Limitations on use of loan funds. 
Loan funds may only be used for the 
purposes stated in § 1822.65. Among the 
purposes for w’hich loan funds w’ill not 
be used are the following: 

< 1) Housing or related facilities which 
are elaborate or extravagant in design or 
material. 

(2) Refinancing debts of the appli¬ 
cant. 

(3) Land purchase. 

(4) Movable-type furnishings or 

equipment. 

(5) Payment of any fees, charges, or 
commissions to any broker, negotiator, 
or other person for the referral of a 
prospective applicant or solicitation of 
the loan. 

<6> Payment of any fee, salary, com¬ 
mission, profit, or compensation to an 
applicant, or any officer, director, trustee, 
stockholder, member, or agent of the ap¬ 
plicant, except as provided in § 1822.65 
<d>. 

(e) Obligations incurred before loan 
closing. When the applicant files an 
application for a loan, the County Super¬ 
visor will advise the applicant that con¬ 
struction must not be started and obliga¬ 
tions for work or materials must not be 
incurred before the loan is closed, and 
that it is the policy of the FHA not to 
permit loan funds to be used to pay such 
obligations. If, nevertheless, the appli¬ 
cant incurs debts for materials or con¬ 
struction before the loan is closed, we 
State Director may authorize the use of 
loan funds to pay such debts, but only 
when he finds that all the following con¬ 
ditions exist: 

(1) The debts were incurred after the 
applicant filed a written application for 
a loan. 

(2) The applicant is unable to pay 
such debts from his own resources or 
from credit from other sources, and 
failure to authorize the use of loan funds 
to pay such debts would impair the ap¬ 
plicant’s financial position. 

(3) The debts were incurred for au¬ 
thorized loan purposes. 

(4) Contracts and construction work 
meet Farmers Home Administration 
standards. 


§ 1822.67 Hales and ierin^. 

(a) Amortization period. Each loan 
will be scheduled for payment in install¬ 
ments within a period, not to exceed 33 
years, as may be necessary to assure that 
the loan will be adequately secured, tak¬ 
ing into account the probable deprecia¬ 
tion of the security. 

<b> Interest rate. The interest rate 
payable by individuals and by organiza¬ 
tions which are not public bodies will be 
5 percent per year on unpaid principal. 
The interest rate payable by organiza¬ 
tions which are public bodies will not 
exceed 5 percent, and will be determined 
as provided in Part 1810 of this chapter. 

(c) Yield to lender , annual charge, 
and repurchase period. The rate of re¬ 
turn to the lender, the annual charge 
retained by the Government, and the pe¬ 
riod of initial repurchase agreement will 
be determined as provided in Part 1810 
of this chapter. 

§ 1822.68 Special conditions. 

<a) Group service loans. When it is 
more feasible for a group of individual 
farmowners not constituting an associa¬ 
tion to provide housing for domestic 
farm labor through joint ownership and 
operation of the housing, an individual 
LH loan may be made to any member of 
the group subject to the provisions of 
this subpart regarding LH loans to in¬ 
dividual farmowners. The jointly owned 
housing site will be considered part of 
each individual farm. 

<b) Refinancing LH loans. Each bor¬ 
rower will be required to agree to re¬ 
finance the unpaid balance of his LH 
loan at the request of the FHA, when¬ 
ever it appears to the FHA that he is 
able to obtain a loan from responsible 
cooperative or private credit sources at 
reasonable rates and terms. 

(c) Loan resolution or loan agreement. 
An organization applicant will have its 
Board of Directors adopt a loan resolu¬ 
tion and furnish a certified copy for the 
loan docket before loan approval. The 
resolution will be in form prescribed or 
approved by the National Office of the 
FHA. An individual famiowner appli¬ 
cant, in any case where required by the 
State Director or the National Office, will 
execute a loan agreement in form pre¬ 
scribed or approved by the National Of¬ 
fice. The provisions of the resolution or 
agreement should be read and fully un¬ 
derstood by the applicant. They will be 
binding on the applicant as a part of the 
loan contract. 

<d> Restrictions on conditions of occu¬ 
pancy. No organization borrower, unless 
it is composed of individual farmowners, 
will be permitted to require as a condi¬ 
tion of occupancy of the housing that 
an occupant work on any particular farm 
or for any particular owner or interest. 

(e) Supervisory assistance. Super¬ 
vision will be provided borrowers to the 
extent necessary to achieve the objective 
of the loan and protect the interest of 
the Government. 

(f) Deferred principal payments. 
When necessary because of deficiency in 
the applicant s income or other re¬ 
sources, smaller than regular payments 
of principal or no payments of principal 
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may be provided for the first, or first 
and second, installment dates after loan 
closing. However, the first installment 
may not be less than interest accruing to 
February 1 of the next year after the 
calendar year in which the loan is closed, 
and the second installment may not be 
less than the interest accruing for 1 year. 

(g) Multiple advances. (1) The en¬ 
tire loan will be disbursed at the time of 
loan closing in only one advance when the 
loan is made from the Insurance Fund 
or with funds provided by a national 
lender. 

(2) The loan may be disbursed in not 
more than three advances over a period 
not to exceed 2 years from the date of 
the first advance, when a local lender 
provides the funds for the loan and 
agrees in writing to the multiple ad¬ 
vances. 

§ 1822.69 Security requirements. 

(a) General. Each loan will be se¬ 
cured so as to adequately protect the fi¬ 
nancial interest of the Government in the 
loan during its payment period. 

(b) Loan to an individual farmoioner. 
For every loan to an individual farm- 
owner. a real estate mortgage will be 
taken on the farm, subject to Part 1807 
of this chapter and § 1822.10(b), exclud¬ 
ing the provisions permitting $2,500 to 
be not secured by real estate of good title. 

(c) Loan to an organization. (1) A 
loan to an organization which can give 
a real estate mortgage will be secured by 
a mortgage on good and marketable 
title to the real estate including the 
housing, the related facilities, and the 
site, subject to any exceptions that may 
be waived as provided in § 1807.2(d) of 
this chapter. 

(2) If a first mortgage cannot be ob¬ 
tained. a junior mortgage may be taken 
provided: 

(i) The prior mortgage as affected by 
the State law does not contain such 
provisions for future advances, payment 
schedules, forfeiture or cancellation, 
foreclosure without adequate notice to 
junior lienholders, or other matters as 
may jeopardize FHA’s security position 
or the borrower’s ability to pay the loan; 
or 

<ii) Such provisions are satisfactorily 
limited, modified, waived, or subordi¬ 
nated. 

(3) When necessary or advisable for 
pursuing the objectives of the loan or 
protecting the Government's financial in¬ 
terest in the loan, a mortgage or other 
security interest may be taken in other 
real property or in personal property 
owned by the borrower. 

(4) When necessary or advisable, ad¬ 
ditional or other security may be taken 
in such forms as a pledge, assignment, 
mortgage, or other security interest in in¬ 
come from the housing, or promissory 
notes, endorsements, personal liability 
agreements, membership subscription 
agreements, or liens on property of in¬ 
dividual members of the borrower. 

(5) As a general policy, personal lia¬ 
bility will be required of the members of 
an organization applicant which does not 
have a numerous, broadly based mem¬ 
bership. 


§ 1822.70 Terlinicwl, legal, and oilier 
services. 

(a) Appraisals. When real estate is 
taken as security, the property will be 
appraised by an FHA employee author¬ 
ized to make real estate appraisals, in 
accordance with the applicable appraisal 
instructions. 

(b) Title clearance and legal services. 
For a loan to a public body, title clearance 
and legal services will be obtained in ac¬ 
cordance with special instructions from 
the Office of the General Counsel, ob¬ 
serving the provisions of Part 1807 of this 
chapter insofar as feasibly applicable. 
For loans to other applicants, the provi¬ 
sions of Part 1807 of this chapter regard¬ 
ing title clearance and legal services will 
apply. 

(c) Contracts for legal services. In 
cases requiring extensive legal services 
for which loan funds will be used, the ap¬ 
plicant will be required to have a written 
contract for such services. All such con¬ 
tracts, including the amount of the fees 
to be paid, will be subject to review and 
approval by the FHA, and therefore, in¬ 
sofar as feasible, should be submitted to 
the FHA before execution by the appli¬ 
cant. Contracts will provide for the 
types of service to be performed, the 
amount of the fees to be paid, and pay¬ 
ment of the fee in lump sum on the com¬ 
pletion of all services, or in installments 
as services are performed. The amount 
of the fees payable from loan funds will 
be based primarily on the nature and 
extent of the legal service needed to be 
furnished the applicant in connection 
with housing planning and development, 
and the rate of compensation for such 
services in the community. The State 
Director may request the advice of the 
Office of the General Counsel before ap¬ 
proving the contract as to its provisions, 
including the amount of fees to be paid. 

(d) Contracts for architectural serv¬ 
ices. The applicant will provide the 
necessary architectural services. Archi¬ 
tectural services will be required on all 
projects whose estimated construction 
cost is in excess of $50,000 unless prior 
consent is given by the National Office to 
proceed without complete architectural 
services. Any requests for such consent 
should state (1) the size of the develop¬ 
ment, (2) the design and type of con¬ 
struction. and (3) how the architectural 
services will be provided. Architectural 
services should be required where the na¬ 
ture and characteristics of the project 
are such that architectural services are 
needed. A written contract will be re¬ 
quired when loan funds will be used for 
architectural services. All such con¬ 
tracts, including the amount of fees to 
be paid, will be subject to review and 
approval by the FHA, and should there¬ 
fore be submitted to the FHA before ex¬ 
ecution by the applicant. Contracts will 
provide for the type of services to be 
performed, such as: Preliminary and 
final planning; furnishing of sketches, 
drawings, specifications, and cost esti¬ 
mates; assisting in preparing and solicit¬ 
ing construction bids; analyzing bids; 
preparing and awarding construction 
contracts; preparing change orders; 


exercising supervision during construc¬ 
tion; certification of all payments for 
work performed; and the amount of fees 
to be paid and payment of the fees in 
lump sum upon completion of all serv¬ 
ices, or in installments as services are 
performed. The amount of fees payable 
will be based on the nature and extent 
of the services needed by the applicant 
in connection with the planning and de¬ 
velopment of the housing. 

(e) Construction and development 
policies. (1) Contract construction by 
qualified builders will be used whenever 
possible. In no case may the applicant, 
or an officer or director in the case of 
an organization applicant, or a member 
of an applicant which is a closely held 
corporation, bid on the job. 

(2) Borrower construction may be 
necessary or desirable in some cases. In 
a case of this type when a borrower or its 
members, directors, or officers will serve, 
directly or indirectly, as the builder of 
the project, or as a supplier of labor or 
materials, the work will be performed by 
the borrower method as described in Part 
1804, with the following modifications: 

(i) In order to conserve the County 
Supervisor’s time, the number of pay¬ 
ments for materials and labor should be 
kept at a minimum. 

(ii) All invoices will be signed by the 
borrower as correct and received; Form 
FHA 424-11, ‘‘Statement of Labor Per¬ 
formed,” will be signed by the borrower 
in the usual manner. 

(Hi) Loan funds will not be used to 
pay the borrower or its members, direc¬ 
tors, or officers, directly or indirectly, any 
profits from the construction or from 
supplying materials or any compensation 
for their own labor: Provided, however. 
In case of a broadly based organization, 
members who are not officers or directors 
may contract for certain trades or ma¬ 
terials 

(iv) Discounts and rebates given in 
advance must be deducted before the in¬ 
voices are paid. If discounts or rebat ^ s 
are given after the invoices are paid, the 
funds must be returned to the supervised 


bank account. , 

(3) Form FHA 424-13. “Certificate of 
Actual Cost of Construction.” will be fur¬ 
nished by the borrower upon completion 
of the work on any project whose esti¬ 
mated or actual cost is $20,000 or more. 

(f) Compliance with local codes ana 
regulations. Planning, constructs , 
zoning, and operating of housing - 
nanced with the LH loan will conform 
with any applicable laws, ordinanc . 
codes, and regulations governing su 
matters as construction, heating, piu 
ing, electrical installation, fire preve 
tion, and health and sanitation. 

(g) Use of and accountability for loan 
funds. LH loan funds and any ftmu 
furnished by the borrower will be han 
died in accordance with Part _A 803 f O f f ,n!ds 
chapter. Collateral for deposits of funas 
will be required in accordance with A 
ministration Letter 802(402). 
furnished by the borrower for the pu - 
chase of special equipment and fornis 
ings to be used in connection with w 
housing should not be deposited !• 
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supervised bank account with loan funds. 
Withdrawal of funds from the super¬ 
vised bank account may be made only for 
legally eligible loan purposes. 

(h) Insurance. The State Director 
will determine the minimum amount and 
types of insurance the applicant will 
carry. 

(1) Pile and extended coverage will 
be required on all buildings included in 
the security for the loan in accordance 
with Part 1806 of this chapter. 

(2) Suitable Workman’s Compensa¬ 
tion Insurance will be carried by the ap¬ 
plicant for all its employees. 

(3) The applicant will be informed of 
the possibility of incurring liability and 
encouraged, or required when appropri¬ 
ate. to obtain liability insurance. 

<i> Bonding. (1) The provisions of 
Part 1804 of this chapter pertaining to 
surety bonds are applicable to LH loans, 
except that approved corporate surety 
bonds will be required in all cases involv¬ 
ing a construction contract in excess of 
$ 20 , 000 . 

(2) An applicant which is an organi¬ 
zation will provide fidelity bond coverage 
for the official entrusted with the receipt 
and disbursement of its funds and the 
custody of any property. The amount 
of the bond will be at least equal to the 
maximum amount of money that the 
applicant will have on hand at any one 
time exclusive of loan funds deposited in 
a supervised bank account. If permitted 
by State law, the United States will be 
named as co-obligee in the bond. Form 
PHA 440-24. “Position Fidelity Schedule 
Bond,” may be used if permitted by State 
law. 


§ 1822.71 Processing application*—pre¬ 
liminary dockets* 

<a) Application from an individual 
jarmowner. An application from an in¬ 
dividual farmowner will be taken on 
Form FHA 410-1, “Application for FHA 
Services.” The plan of operation for 
ine farm will be shown on Form FHA 
’ “ Fai 7 n and Home Plan.” When 
ne loan will finance housing for labor 
10 ^ en iployed on land not owned or 
operated by the applicant, preliminary 
formation on the probable demand for 
obtained 11 ^ 116 ^ area sh ould also be 

( b) Application from an organization. 
or a loan to an organization, the appli- 
i ** to the form of a letter to 
2!*°?** County Supervisor. The letter 
snould include a full statement of the 
for which the loan is requested, 
oe estimated amount of the loan needed. 

"P** manner of securing and 
paying the loan, and any previous ex- 
law»? e °* the applicant In operating 
to The applicant will attach 

thp of application as exhibits 

ihl Li ? w P g ’ whlch wU1 ^ included in 
catioir lminary ( ^ oc ^ e t wi th the appli- 

bv an te ? ftHancial statement signed 
tion autJ ]orized official of the organiza- 
amount° Wi !l g as of a ™rrent date the 

tiesTi; a *u d nature of assets and liabili- 
^Pavm 8 A>!^ er u With Information on the 
debt sc b e dule and status of each 


<2) Evidence of inability to obtain 
credit from other sources. 

(3) Proposed method of operation and 
management practices. 

(4) A proposed operating budget 
showing anticipated income and ex¬ 
penses for a typical year of operation. 

(5) Plot plan, and preliminary plans 
and specifications for the proposed hous¬ 
ing and related facilities including: 

(i) Building layout; 

< ii) Type of construction; 

(hi) Number and type of rental units; 

<iv) Estimate of cost, including the 
basis for the estimate; and 

(v) Evidence of compliance with the 
State and local health and other regula¬ 
tions as required by § 1822.70(f). 

<6) Preliminary survey of the area to 
determine the need and probable demand 
for labor housing. 

(7) Information on neighborhood and 
existing facilities, such as distance to 
shopping area, schools, neighborhood 
churches, available transportation, and 
other essential services. 

(8) Information on topography, drain¬ 
age, sanitation, and water supply, and 
a reference to any known problems re¬ 
lated to these items. 

(9) A statement on the amount, pur¬ 
pose, and method of providing capital 
to cover preliminary expenses and ini¬ 
tial operating expenses. 

(TO) An accurate citation to the spe¬ 
cific provisions of State law under which 
the applicant is organized: a copy of 
the applicant’s existing or proposed 
charter or articles of incorporation, by¬ 
laws, and other basic organization doc¬ 
uments; the names and addresses of the 
applicant’s principal members and of its 
directors, and officers: and, if a member 
is another organization, its name, ad¬ 
dress, and principal business. 

(c) County Supervisor’s review. <1) 
The preliminary docket will be reviewed 
by the County Supervisor. If it appears 
that the applicant is probably eligible 
and a sound loan likely can be made, the 
preliminary docket, including the com¬ 
ments and recommendations of the 
County Supervisor and any additional 
material, will be forwarded to the State 
Director. If the applicant is a closely 
held corporation, a current financial 
statement will be required from each 
director, and from each member who 
holds a substantial interest in the corpo¬ 
ration. 

(d) State Office action. (1) The 
State Director will review the prelimi¬ 
nary docket and in case of an organiza¬ 
tion submit the docket to the Office of 
the General Counsel for its preliminary 
opinion as to whether the applicant and 
the proposed loan met or can meet the 
requirements of State law and this in¬ 
struction. 

i2) The State Director will make a 
study of the preliminary plans and speci¬ 
fications to determine compliance with 
Supplement No. 1 of the “Guide for the 
Construction of Farm Buildings” or with 
applicable State codes for the construc¬ 
tion of buildings for labor housing. The 
State Director’s comments pointing out 
any deficiencies in the plans and sugges¬ 
tions for improvements will be attached 


to the plan for the applicant’s consider¬ 
ation. After completing his review and 
determining whether the applicant Is 
eligible, the State Director will return 
the preliminary docket to the County 
Supervisor with further instructions. 

§ 1822.72 Final preparation and pmr- 
e#sing of loan dorkcl. 

<a) Information needed. If the State 
Director authorized further processing 
of the application, the County Super¬ 
visor will inform the applicant of the ad¬ 
ditional information needed, including: 

< 1 > Detailed plans, specifications, and 
cost estimates prepared in accordance 
with Supplement No. 1 of the “Guide for 
the Construction of Farm Buildings .“ 
Final plans and specifications should in¬ 
clude those for such items as the sewer 
and water systems, land clearing, grad¬ 
ing. filling, roads, walks, parking areas, 
drainage, and plantings. 

(2) A detailed cost breakdown of the 
project for such items as land and 
rights-of-way, building construction, 
equipment, utility connections, on-site 
improvements, architectural and engi¬ 
neering services, and legal services. The 
cost breakdown also should show sepa¬ 
rately the items not included in the loan, 
such as furnishings and equipment. 

(3) Satisfactory evidence of review 
and approval of the proposed housing by 
officials whose approval is required by 
State or local laws, ordinances, or regu¬ 
lations. 

(4) A detailed survey which shows the 
need for domestic farm labor housing 
on the individual farm or in the area. 
The area survey will show, in addition to 
information that may be needed by the 
applicant, the following: 

(i) Names of farmers using farm 
labor. 

(ii) Number of laborers used per 
month by each. 

<iii> Estimated number of laborers 
who will likely use the housing. 

(iv) Rental levels in the area for com¬ 
parable housing, if available, and rents 
currently being charged farm laborers 
for housing. 

(5) Any additional evidence which 
may be required of efforts made and in¬ 
ability to obtain credit from other 
sources, which must include lenders en¬ 
gaged in long-term mortgage lending. 

(6) A description and justification of 
any related facilities. 

(7) A statement giving location of 
other essential facilities that will be 
available in the community, such as doc¬ 
tors, dentists, hospitals, churches, shop¬ 
ping center, barber shops, beauty shops, 
and recreational facilities. 

*8) A schedule of rental rates pro¬ 
posed for the housing and any separate 
charges for the use of related faculties. 

(9) Proposed, detailed operating 
budgets for (i) the first year of operation, 
and (ii) a typical year’s operation, show¬ 
ing the operating cost of the labor hous¬ 
ing, the debt structure of the applicant, 
and how the debts wiU be paid. If the 
applicant has previously operated a labor 
housing or simUar business, a copy of the 
applicant’s operating budget for the past 
5 years will also be included. 


FEDERAL REGISTER, VOL. 31, NO. 215—FRIDAY, NOVEMBER 4, 1966 





14152 


RULES AND REGULATIONS 


(10) A statement In narrative form 
outlining the plan for management of the 
proposed housing, such as indicating 
whether it will be managed by an owner- 
manager or hired manager, and showing 
age, experience, duties, and responsibili¬ 
ties of manager. 

(11) A statement of policy regarding 
occupancy, including a copy of any pro¬ 
posed form of lease to be offered tenants 
and a copy of any rules or regulations 
governing administration and occupancy. 

(12> If the loan is secured by a junior 
real estate mortgage, agreements with 
prior lienholders and information con¬ 
cerning prior mortgages will be obtained 
as provided in Subpart A of this part. 

(b> County Supervisor's responsibility. 
As the information for the loan docket 
is being developed, the County Supervisor 
will— 

(1) Work closely with the applicant 
and review the information furnished for 
adequacy and completeness. 

(2) Observe the proposed site and con¬ 
sider its desirability. 

(3) Evaluate the manner in which the 
applicant plans to conduct its business 
and financial affairs, and include his 
comments on the adequacy of the man¬ 
agement. 

(4) Prepare a statement explaining 
and supporting the basis for expecting a 
continued effective demand for labor 
housing, commenting specifically on the 
rate of mechanization of the farming op¬ 
erations, the likelihood of shifts to crops 
requiring less labor, and other factors 
tending to displace farm laborers. 

(c) County Committee certification. 
Before a loan is approved, the County 
Committee will make the necessary cer¬ 
tification on Form FHA 440-2, ‘‘County 
Committee Certification." Before exe¬ 
cuting Form FHA 440-2, the County 
Committee will consider all pertinent in¬ 
formation concerning the applicant and 
the proposed housing, and will be given 
an opportunity to talk with the applicant 
or its representative if the Committee 
desires to do so. 

(d) Submission of docket to State Of - 
flee. After submission of the loan docket 
to the State Office, the State Director 
will prepare, with the advice of the Office 
of the General Counsel, a memorandum 
to the County Supervisor which will 
either require additional information or 
set forth the conditions of loan approval. 
If the consent of the National Office is 
not required and the State Director de¬ 
termines that the loan should be ap¬ 
proved. he will approve the loan and sign 
the memorandum. If the docket is to be 
submitted to the National Office, it will 
include evidence of approval or addi¬ 
tional requirements by the Office of the 
General Counsel. 

(e) Submission of docket to National 
Office. (1) When the State Director de¬ 
termines that the loan should be ap¬ 
proved and the consent of the National 
Office is required, he will submit to the 
National Office the complete docket with 
his recommendation. 

(2) If in any case before the loan 
docket has been completed the State Di¬ 
rector, with the advice of the Office of 
the General Counsel, is unable to deter¬ 


mine whether the proposed loan meets 
the requirements of this subpart, he may 
submit the incomplete docket to the Na¬ 
tional Office for special review. The in¬ 
complete docket will contain in every 
case a memorandum from the Office of 
the General Counsel setting forth the re¬ 
sults of its review. Such submission to 
the National Office will include the State 
Director’s comments and recommenda¬ 
tions and sufficient information concern¬ 
ing the applicant and the proposed loan 
to enable the National Office to reach 
an informed conclusion. When appro¬ 
priate. the National Office may authorize 
loan approval without further reference 
to the National Office. 

§ 1822.73 Loan approval. 

(a) Delegation of authority. The 
State Director is authorized to approve 
or disapprove loans in accordance with 
this subpart. The State Director may 
redelegate loan approval in writing to 
State Office employees other than the 
Area Supervisor. Without the prior 
consent of the National Office, no LH 
loan may be approved by the State Di¬ 
rector if— 

(1) The loan is to an organization; or 

(2) The amount of the loan plus un¬ 
paid principal and past-due interest of 
any other lien(s) on real estate of the 
applicant would exceed $50,000; or 

(3) The proposed loan together with 
unpaid principal of any other FHA loans 
of the applicant would exceed $50,000. 

(b) Loan approval official's responsi¬ 
bility. The loan approval official is re¬ 
sponsible for reviewing the docket to 
determine that the proposed loan com¬ 
plies with all pertinent regulations, in¬ 
structions, and directives. In making 
this review, the loan approval official 
will determine that— 

(1) The Committee certification has 
been properly completed and signed by 
at least two Committeemen. 

(2) The applicant is eligible. 

(3) The funds are requested for au¬ 
thorized purposes. 

(4) The proposed loan is sound. 

(5) The security is adequate. 

(6) All other pertinent requirements 
are met. 

(c> Approval or disapproval of a loan. 
(1) When a loan is approved, the ap¬ 
proval official will indicate on Form FHA 
440-3. or attachments if more space is 
needed, any conditions that must be met 
before the loan is closed, including the 
amount of surety and fiidelity bond cov¬ 
erage and other insurance, the security 
title evidence, and any other special 
requirements. 

(2) If a loan is not approved after the 
docket has been developed, a statement 
disapproving the application and giving 
the reason will be WTitten on the original 
of Form FHA 440-3 and signed and dated 
by the official. Thereupon the County 
Supervisor will notify the applicant of 
the disapproval and the reasons. 

§ 1822.74 Actions subsequent to loan 
approval. 

(a) Requesting check. When loan ap¬ 
proval conditions can be met, including 
any real estate lien required, and a date 


for loan closing has been agreed upon, 
the County Supervisor will order the loan 
check so that it will be available on or 
just before the date set for loan closing. 

(b) Handling the loan check. (1) The 
loan check will be deposited in the super¬ 
vised bank account on the day of loan 
closing after it has been determined that 
the loan can be closed. 

(2) When a private lender issues a 
loan check payable jointly to the bor¬ 
rower and the FHA, the County Super¬ 
visor is authorized to endorse the check 
on behalf of the FHA at the time of loan 
closing as follows: 

Endorsed without recourse; Farmers Home 
Administration, 

By. 

Title --- 

The State Director also is authorized to 
endorse such a check in the same man¬ 
ner. Authority to endorse such checks 
in no way relates to or modifies the reg¬ 
ulations contained in Part 1862 of this 
chapter regarding collection items or the 
endorsement of such items. 

(3) If a loan check other than a check 
from a private lender is received and 
the loan cannot be closed within 21 days 
from the date of the check, the County 
Supervisor will take appropriate action 
in accordance with Part 1803 of tiffs 
chapter. 

(4) Where the loan check is received 
from a private lender, and the loan can 
be closed but not on the date previously 
indicated to the lender, the lender will be 
notified immediately of the reasons for 
the delay. If it is determined that such 
a loan cannot be closed, the check will 
be returned immediately to the lender 
with a request for cancellation. In no 
case may a lender’s check be retained 
more than 21 days from the date of the 
check. When a loan check is lost, 
mutilated, or destroyed, the County Sup¬ 
ervisor will immediately notify the lender 
and, if the borrower still desires to close 
the loan, the lender will be requested to 
issue a new check. When a check is re¬ 
turned to the lender and the loan will «e 
closed at a subsequent date, another 
check will be requested in the usual 
manner. 

(c) Property insurance. Buildings on 
the property which is to be taken as 
security for the loan will be insured l 
accordance with Part 1806 of th 
chapter. 


§ 1822.75 Loan closing. 

(a) Applicable instructions. LH loans 

will be closed In accordance with i 
1807 of this chapter and any supplemen¬ 
tary State instructions. The Office of tn 
General Counsel may be requested to 
sue closing Instructions In any <»* . 
which the State Director or the Nations 
Office considers it advisable. , 

(b) Mortgage. (1 > Unless the Office or 
the General Counsel determines the fo 
to be inappropriate In any case. > c ^ 
estate mortgage form FHA - 
(State), “Real Estate Mortgage 

»> will be used for » 

loan to an organization or to an 
ual. For loans to an organization. 

FHA 427-1 will be modified as prescribed 
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by, or with the advice of the Office of the 
General Counsel, with respect to name, 
address, and other identification of the 
borrower, the style of execution, and the 
acknowledgment. 

(2) When the loan is to finance hous¬ 
ing of more than two rental units the 
mortgage will include the following pro¬ 
vision: 

Borrower covenants and agrees that it will 
not discriminate, or permit discrimination by 
any agent, lessee, or other operator, in the 
use or occupancy of the housing or related 
facilities financed In whole or in part with 
the loan in connection with which this in¬ 
strument is given, because of race, color, 
creed, or national origin. 

(3) When a loan resolution or loan 
agreement is used, the mortgage will in¬ 
clude the following provision: 

This instrument also secures the obliga¬ 
tions and agreements of Borrower set forth 
in Borrower’s Loan Resolution (Loan Agree¬ 
ment) of__ which is 

(Date) 

hereby Incorporated herein by reference. 

(4) In case of a loan to an individual 
where a loan agreement is not used, the 
mortgage will include the following pro¬ 
visions: 

Occupancy of the housing and related fa¬ 
cilities on the property will be limited to 
domestic farm labor occupants as defined in 
the regulations of the Farmers Home Ad¬ 
ministration, unless the Government gives 
prior written approval to other occupancy. 

As required by the Government: Borrower 
will permit the Government to Inspect and 
examine the operation of the housing, and 
the books, records, and operations of Bor¬ 
rower; submit regular and special reports 
pertinent to the purpose of the loan or the 
Government’s financial Interests: subject 
rents and charges and other terms of rental 
agreements with occupants of the housing, 
and compensation to employees connected 
with Its operation, to prior approval by the 
Government, or to adjustment at the direc¬ 
tion of the Government when necessary In 

Judgment to carry out the purpose of the 
loan or protect its financial interests: and 
comply with any other requirements which, 
m the discretion of the Government, are 
reasonably appropriate to the purpose of the 
loan or protection of the Government’s in¬ 
terests. 


<c> Promissory note and insurance en¬ 
dorsement. (l) For a loan to an indi¬ 
vidual, Form FHA 440-16, “Promissory 
Note (Insured Loan)/’ will be used. 


( 2> For a loan to an organization 
Form FHA 440-22, “Promissory Note (In¬ 
sured Loan to Association or Organiza- 
n . , . wil * used, except that where 
Provisions of State law or special cir¬ 
cumstances make Form FHA 440-22 in- 
either the State Director 
r* 1 * he advice of the Office of the Gen- 
crai Counsel or the National Office will 
termine the form of obligation. 

thl 3 ?^ e amount to be shown in 
" 0 e wil1 he the amount of the loan 
appealing on Form FHA 440-3. 

Payments on LH loans will be 
Jam, ed an nual installments due 
* m u ? ry }’ Tf the first installment, or 
iilar I? installments, are less than reg- 
mstaihnents, the regular annual in- 
ent will be computed by multiply¬ 


ing the amount of the loan by the factor 
for the number of years over which the 
regular annual installment will be sched¬ 
uled. 

(5) When the loan is closed during 
December, the first installment will be 
collected at the time of loan closing, if 
it is a nominal amount or the borrower 
consents. 

(6) If the funds are furnished by a 
private lender, and if the promissory note 
is not drawn in favor of the lender as 
the named payee, the note will be as¬ 
signed to the lender simultaneously with 
loan closing, using the form of endorse¬ 
ment on the reverse of the note. Form 
FHA 440-5, “Insurance Endorsement 
(Insured Loans)/' will also be completed 
and signed at loan closing. The note 
and Form FHA 440-5 will be delivered to 
the lender immediately thereafter. 

(7) Each County Supervisor and each 
State Director is authorized to execute 
the endorsement on the reverse of the 
note and the insurance endorsement 
constitutes the Government’s contract of 
insurance of the loan. 

(d) Date of closing . An LH loan is 
considered closed when the security in¬ 
strument is filed of record, or, if no se¬ 
curity instrument is filed of record, when 
the loan funds are deposited in the su¬ 
pervised bank account or otherwise made 
available to the borrower after he ex¬ 
ecutes and delivers the note and any 
other required instruments. 

§ 1822.76 .Subsequent LH loans. 

A subsequent loan is a loan made to a 
borrower indebted for an LH loan. Sub¬ 
sequent loans may be made for the same 
purposes and under the same condtions 
as initial loans. 

§ 1822.77 Complaints regarding riiserim- 
ination in use and oeeupnney of hous¬ 
ing projects of more than two rental 
units. 

(a) With respect to housing of more 
than two rental units, any occupant or 
applicant for occupancy or use of the 
housing or related facilities who believes 
he has been discriminated against be¬ 
cause of race, color, creed, or national 
origin may file a complaint with the 
County Supervisor or State Director. 
Any such complaint will be referred 
through the State Director to the Na¬ 
tional Office. 

(b) The complaint must be In writing 
and signed by the complainant and con¬ 
tain the following information: 

(1) The name and address (including 
telephone number) of the complainant. 

(2) The name and address of the per¬ 
son committing the alleged discrimi¬ 
nation. 

(3) Date and place of the alleged 
discrimination. 

(4) Any other pertinent information 
that will assist in the investigation and 
resolution of the complaint. 

<c) The County Supervisor or State 
Director will acknowledge receipt of the 
complaint and promptly forward it to 
the National Office. 

(d) Attached to the written complaint 
should be a statement from the County 
Supervisor or State Director as to 


whether the security instrument executed 
by the borrower contains the nondis¬ 
crimination covenant. The statement 
also should include any other informa¬ 
tion which the State Director or County 
Supervisor has pertaining to the com¬ 
plaint. The County Supervisor or State 
Director should delay a comprehensive 
investigation of any complaint until re¬ 
quested to do so by the National Office. 

(e) The National Office will determine 
whether discrimination did in fact occur. 
If necessary, appropriate steps will be 
taken to ascertain the essential facts. 

(f) If it is found that the complaint is 
without substance, the parties concerned 
will be so notified. 

(g) If it is found that the nondis¬ 
crimination covenant in the security in¬ 
struments was violated, the FHA will 
inform the parties of such finding and 
advise the violator to take the action 
necessary to correct the violation and to 
give appropriate assurance of future 
compliance. 

<h) If the borrower should fail to take 
such action and assure future compli¬ 
ance, the Administrator may take ap¬ 
propriate action to enforce Executive 
Order No. 11063 and any related Ex¬ 
ecutive orders and Department regu¬ 
lations. 

Subpart D—Senior Citizens Rental 

Housing Loan Policies, Procedures 

and Authorizations 

Authority : The provisions of this Subpart 
D issued under secs. 508, 510, 515, 517, 518, 
520, 63 Stat. 436, as amended. 437, 76 Stat. 
671. 79 Stat. 498, 500, 502: 42 U.S.C. 1478, 
1480, 1485. 1487. 1488. 1490; Orders of Secre¬ 
tary of Agriculture. 29 FJt. 16210. 16840. 30 
F.R.14049. 

§ 1822.81 General. 

This Subpart D sets forth the policies 
and procedures, and delegates authority 
for making direct and insured Senior 
Citizens Rental Housing (SCH) loans 
under section 515 of the Housing Act of 
1949. 

§ 1822.82 Objective. 

The basic objective of SCH loans is to 
provide for senior citizens in rural areas 
economically designed and constructed 
rental housing and related facilities 
suited to their special needs and living 
requirements. 

§ 1822.83 Definitions. 

As used in this subpart: 

(a) “Senior citizen” means a person 
who, or a family the head of which (or 
spouse), is 62 years of age or over and is 
or has been until recently a resident of a 
rural area. 

(b) “Housing” means structures and 
related facilities in a rural area which are 
or will be suitable for and available to 
senior citizens for dwelling use to provide 
independent living on a rental basis. 

(c) “Related facilities” means com¬ 
munity rooms or buildings, cafeterias, 
dining halls, appropriate recreation fa¬ 
cilities, small garden plots, infirmaries, 
assembly halls, and other essential serv¬ 
ice facilities such as central heating, 
sewerage and light systems, ranges and 


No. 21! 


7 


FEDERAL REGISTER, VOL 31, NO. 215—FRIDAY, NOVEMBER 4, 1966 







11154 

refrigerators, and clothes washing ma¬ 
chines and dryers for the common use 
of the tenants. 

(d) “Development cost” means the 
costs of constructing, purchasing, im¬ 
proving, altering, or repairing housing, 
and purchasing and improving the neces¬ 
sary land. It includes necessary archi¬ 
tectural, engineering, legal, and official 
fees and charges and other appropriate 
technical, and professional fees and 
charges. It does not include other fees, 
charges, or commissions such as pay¬ 
ments to brokers, negotiators, or other 
persons for the referral of prospective 
applicants or solicitation of loans. 

<e) “Rural areas” means open coun¬ 
try or places of 5,500 persons or less not 
parts of or associated with urban areas, 
and further defined in 5 1822.3(0. 

(f) “Individual” means a natural per¬ 
son. 

(g) “Private nonprofit corporation” 
for the purpose of a direct SCH loan 
means a corporation which (1) is con¬ 
trolled by private persons or interests, 

(2) is organized and operated for pur¬ 
poses other than making gains or profits 
for the corporation or its members or 
stockholders, and (3) is legally precluded 
from distributing to its members or 
stockholders any gains or profits during 
its existence. 

(h) “Consumer cooperative” for the 
purpose of a direct SCH loan means a 
corporation which (1) is organized as a 
cooperative, (2) will operate the housing 
on a nonprofit basis solely for the bene¬ 
fit of the occupants, and (3) is legally 
precluded from distributing during the 
life of the loan any gains or profits from 
operation of the housing. For this pur¬ 
pose any patronage refunds to occupants 
of the housing would not be considered 
gains or profits. A consumer coopera¬ 
tive may accept nonmembers as well as 
members for occupancy of the housing. 

(i) “Organization” for the purpose of 
a direct SCH loan means a private non¬ 
profit corporation or a consumer 
cooperative. 

(j) “Organization” for the purpose of 
an insured SCH loan means any profit 
or nonprofit corporation, association, 
trust, or partnership, including a munici¬ 
pal corporation or other corporate 
agency of a State or local government. 

§ 1822.81- Eligibility requirements* 

(a) Eligibility of applicant. To be 
eligible for an SCH loan the applicant 
must: 

(1) For an insured loan, be either an 
individual who is a citizen of the United 
States or an organization as defined in 
§ 1822.83* j>. 

(2) For a direct loan, be an organiza¬ 
tion as defined in § 1822.83(1) which will 
provide housing for senior citizens of 
low or moderate income. 

(3) Be unable to provide the housing 
from the applicant’s own resources and 
unable to obtain the necessary credit 
from private or cooperative sources upon 
terms and conditions the applicant could 
reasonably be expected to fulfill. 

(4) Have the ability and intention to 
maintain and operate the housing for 
the purpose for which the loan is made. 
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(5) Own or become the owner, when 
the loan is closed, of the housing and 
related land. 

(6) Have initial operating capital and 
expect to have sufficient income to meet 
operating and other expenses, make nec¬ 
essary capital purchases and replace¬ 
ments, and meet payments on all debts, 
including the loan. 

(i) The applicant will be required to 
provide any maintenance equipment and 
furnishings and to provide initial oper¬ 
ating capital sufficient to cover prelimi¬ 
nary expenses and beginning operating 
expenses. Usually the applicant should 
have operating capital amounting to at 
least 3 percent of the total cost of the 
project to cover these costs. 

<il) If, in addition, the applicant is to 
provide other movable equipment and 
furnishings, the initial capital will need 
to be increased sufficiently to cover the 
cost of these items. 

(7) Possess the legal capacity to incur, 
and the legal capacity, character, ability, 
and experience to carry out, the under¬ 
takings and obligations required for the 
loan. 

(8) In case of an insured loan: 

(i) Be an individual residing in, or an 
organization of which members or stock¬ 
holders who own a majority of the voting 
stock or membership rights reside in, the 
community where the housing will be 
located, or be an applicant who resides 
close enough to the project to provide 
general supervision and will provide a 
manager or caretaker who either resides 
on the housing property or is readily 
accessible to the tenants and near 
enough to reach the housing within a few 
minutes. 

(ii) In case of an organization or an 
individual who is required to execute a 
loan agreement, legally obligate itself 
not to divert income from housing to any 
other business, enterprise, or purpose 
until a cash reserve is accumulated and 
maintained as required by the Farmers 
Home Administration iFHA>. 

(9) In case of a direct loan: 

(i) Be an organization each of whose 
members or stockholders is limited to one 
vote in the affairs of the organization 
and a majority of whose members or 
stockholders reside in the community 
where the housing will be located. The 
manager or caretaker must reside on the 
housing property or be readily accessible 
to the tenants and near enough to be 
able to reach the housing within a few 
minutes. 

(ii) Have a board of directors or trust¬ 
ees of whose members not less than five 
are among the leaders in the community 
where the housing will be located. 

(iii) Have a broadly based ownership. 
The purpose of this requirement is to 
afford reasonable assurance of success 
of the housing project, to assure com¬ 
munity support, to protect the Govern¬ 
ment’s financial interest as mortgagee, 
and to provide reasonable assurance that 
the purposes of the loan will be carried 
out. In direct SCH loans there is no 
profit incentive. Eligible occupants are 
limited to elderly persons of low or 
moderate incomes. The terms of the 


loan may extend for as long as 50 years 
and eligible transferees could be found 
only among qualified private nonprofit 
corporations and consumer cooperatives. 
Therefore, factors such as the prospect 
for competent management and super¬ 
vision and adequate community support 
of the housing project over the expected 
life of the loan become vitally important. 
The “broadly based ownership” require¬ 
ment may vary depending upon whether 
the applicant is a well established or a 
new corporation, the applicant’s finan¬ 
cial condition, the present and future 
effective demand for the housing by per¬ 
sons who will be eligible for occupancy, 
and the ratio of loan to the appraised 
value of the security. 

<iv) Legally obligate itself not to di¬ 
vert income from the housing to any 
other business, enterprise, or purpose. 
If the applicant has issued or plans to 
issue stock and pay dividends thereon, 
provide for such stock to be (a) non vot¬ 
ing, (b) limited as to the amount of 
dividends that can be paid thereon, and 
<c) limited as to liquidation value in the 
event of corporate dissolution. If the 
stock complies with these three require¬ 
ments, dividends paid on it would not 
be considered gains or profits within the 
meaning of § 1822.83 (g) and (hi and 
therefore such an applicant, if otherwise 
qualified, would be eligible for an SCH 
loan. 

<b> Authorized representatwe of ap¬ 
plicant. The FHA will deal only with 
the applicant or a bona fide representa¬ 
tive of the applicant and his technical 
advisers. An authorized representative 
of the applicant must be a person who 
has no pecuniary interest in the award 
of the architectural or construction con¬ 
tracts, the purchase of equipment, or 
the purchase of the land for the housing 
site. 

§ 1822.85 I.oan purposes. 

SCH loans may be made to qualified 
applicants for: 

(а) Construction, purchase, improve¬ 
ment, alteration, or repair of housing, 
as defined in § 1822.83(b), which: 

(1) Is economical in construction and 
not of elaborate or extravagant design 
or materials: 

(2) Consists of apartments, duplex 
houses, or detached dwellings, and any 
appropriate related facilities; 

(3) Is residential in character and de¬ 
sign to meet the needs of senior citizens 
who are capable of caring for themselves, 

(4) Has special consideration given to 
• i) safety and convenience, <ii> access 
to necessary shopping, medical ser ' ri ^ e ^; 
and recreation facilities, (iii) sustaining 
the independence and dignity of the in¬ 
dividual by providing for privacy an 
freedom of movement, and (iv) faciliue* 
contributing to the individual s conilo 
and ease of household activities: 

(5) If it consists of apartments, may 
be the one-room “efficiency” type or one- 
bedroom units, with a limited number o 
two-bedroom units included when jus - 
fied by a demand shown by a marKei 
analysis; 

(б) Contains a bathroom and kitchen 
facilities in each unit; 
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(7) In case of insured loans, may in¬ 
clude the addition of rooms to a dwell¬ 
ing owned by the applicant, in order to 
provide rental housing suitable for and 
publicly available to senior citizens on 
a continuing basis; 

(8) In case of direct loans, is provided 
for senior citizens of low or moderate 


income. 

(b) Purchase or improvement of the 
necessary land on which the housing w'ill 
be located. 

(1) In case the loan includes funds 
for land purchase, the cost of land may 
not exceed its present market value in 
its present condition. Present market 
value wdll be determined by a current 
appraisal. Loan funds will not be used 
to buy land from a member of the 
applicant-organization or from another 
organization in which one or more mem¬ 
bers of the organization have an interest 
without the prior consent of the National 
Office. 

(2) Loan funds may be used to acquire 
land in excess of that needed for the 
housing, including related facilities, 
when the applicant cannot acquire only 
the needed land at a fair price and the 
cost of the excess land bears a reasonable 
proportion to the amount of the loan. 
When excess land is thus acquired, the 
applicant must (i) Justify the acquisi¬ 
tion, (it) agree to sell the land as soon as 
practicable and apply the proceeds on the 
loan, and (iii) have legal authority to 
acquire and administer such land. 

(c) Development and installation of 
water supply, sewage disposal, heat and 
light systems necessary in connection 
with the housing, and other related fa¬ 
cilities such as: 

(1 > Maintenance workshop and equip¬ 
ment storage. 

(2) Recreation center, including 

lounge. 


(3) Central cooking and dining facili¬ 
ties when the project is large enough to 
Justify such services to supplement the 
kitchen facilities in each unit. 

(4) Small infirmary for emergency 
care only, when Justified. 

(5) Laundry room and storage. 

Office and living quarters for the 

resident manager and other operating 
Personnel. Such facilities may be pro¬ 
vided only in those cases where there will 
J* enough rental units to require the 
Presence of operating and management 
personnel for sufficient time to justify 
ine additional investment and the cost 
i these sendee facilities is a minor part 
of the loan. 

a ) *^PPropriate recreational facilities 
ana other essential needs. 

dmV Constr uction of fallout shelters or 
imilar protective structures. 

JrJ Purchase and installation of 
refrigerators to be installed in 
of fh^dual rental units or as a part 
rLI 6 central cooking facilities, and 
to Was hing machines and dryers 
for in Project utility rooms 

tne common use of the tenants. 

chafle anc * installation of es- 

Uon hL equipment which upon installa- 
uon becomes a part of the real estate. 

tion of landscaping, founda- 

n Pitting, seeding or sodding of 
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lawns, or other necessary facilities re¬ 
lated to buildings such as walks, yards, 
fences, parking areas, and driveways. 

(h) Payment of related costs such as 
fees and charges for legal, architectural, 
engineering, and other appropriate tech¬ 
nical and official services. 

(i) In insured loan cases, payment of 
the interest portion of the first install¬ 
ment when the applicant's income and 
resources will be insufficient to pay such 
interest. 

§ 1822.86 Limitations. 

As used in this subpart, the value of the 
security means its present market value 
as determined by the loan approval offi¬ 
cial less the unpaid principal balance 
plus past-due interest of any other liens 
against it. Other liens will include any 
prior liens and any Junior liens likely to 
be taken at or immediately after loan 
closing. 

(a) Loan limits for direct loans. No 
direct loan or loans to any applicant will 
exceed $200,00 less any other liens against 
the security, and no such loan will ex¬ 
ceed the development cost or the value 
of the security, w’hichever is less. 

(b) Loan limits for insured loans. No 
insured loan or loans to any applicant 
will exceed $300,000, and no such loan 
will exceed the development cost or the 
value of the security whichever is less. 
The limitations in this paragraph also 
apply to cases in which the majority of 
stockholders or directors or other con¬ 
trolling interests of two or more appli¬ 
cants are the same. 

(1) No loan docket which would re¬ 
sult in the applicant's insured SCH in¬ 
debtedness exceeding $100,000 will be de¬ 
veloped without the prior consent of the 
national office. Any request for such 
consent should include detailed justi¬ 
fication for the loan including: 

(i> Name and address of the applicant. 

(ii) Applicant’s assets. 

(iii) A listing of any debts owed. 

(iv) Status of each debt. 

(v) A general description of the hous¬ 
ing planned including the number and 
kind of units. 

(vi) A realistic estimate of the need 
and demand for the size project proposed. 

(vii) Applicant’s financial contribu¬ 
tion to the project. 

(viii) Any other factors havin g a bear¬ 
ing on the need and financial sound¬ 
ness of the proposed housing. 

(c) Limitations on use of loan funds. 
Loans will not be made for: 

(1) Nursing or medical facilities, 
other than a small emergency care in¬ 
firmary when justified by the size of the 
project and the fact that facilities for 
the emergency care expected to be needed 
for the occupants are not readily acces¬ 
sible elsewhere. 

(2) Any commercial facilities except 
essential serrice-type facilities for use by 
the tenants when such facilities are not 
otherwise conveniently available in the 
area. 

(3) Housing to be used for any 
transient or hotel purposes. No rental 
term shall be for less than 30 days. 

(4) Nursing, special care, or institu¬ 
tional-type of homes. 


(5) Any facility not essential to the 
needs of the tenants. 

(6) Refinancing debts of the appli¬ 
cant. 

(7) Housing which the applicant in¬ 
tends to sell or lease to another operator. 

(8) Payment of any fee, charge, or 
commission to any broker, negotiator, or 
other person for the referral of a pro¬ 
spective applicant or solicitation of a 
loan. 

ifl) Except as provided in § 1822.85(h), 
the payment of any fee, salary, commis¬ 
sion, profit, or compensation to an appli¬ 
cant, or to any officer, director, trustee, 
stockholder, member, or agent of an 
applicant. 

(10) Housing in isolated locations in 
which occupants will not have reasonable 
access to the facilities and activities 
essential to their continued welfare and 
health. 

(d) Obligations incurred before loan 
closing. When an applicant files an 
application for a loan the County Super¬ 
visor will advise the applicant that con¬ 
struction must not be started and obliga¬ 
tions for such work or materials must not 
be incurred before the loan is closed. If. 
nevertheless, the applicant incurs debts 
for materials or construction before the 
loan is closed, the State Director may au¬ 
thorize the use of loan funds to pay such 
debts only when he finds that all of the 
following conditions exist: 

(1) The debts were incurred after the 
applicant filed a written application for a 
loan. 

(2) The applicant is unable to pay 
such debts from his own resources or to 
obtain credit from other sources, and 
failure to authorize the use of loan funds 
to pay such debts would impair the appli¬ 
cant’s financial position. 

(3) The debts were incurred for au¬ 
thorized loan purposes. 

(4) Contracts and construction work 
meet FHA standards. 

(5) Payment of the debts will remove 
any mechanics’ and materialmen’s liens 
which have attached, and any basis for 
any such liens that may attach, to the 
property. 

§ 1822.87 Source of funds and rules and 
terras. 

(a) Source of funds. (1) Direct SCH 
loans may be made to private nonprofit 
corporations or consumer cooperatives 
eligible under § 1822.84. to provide rental 
housing and related facilities for senior 
citizens of low or moderate income. 

( 2 ) Insured SCH loans may be made to 
individuals or organizations defined in 
§ 1822.83 (j) and eligible under § 1822.84, 
to provide rental housing and related 
facilities for senior citizens. Insured 
SCH loans will be made only from the 
Rural Housing Insurance Fund. 

(b) Interest rates. On direct loans 
the interest rate will be 3 percent per 
annum on the unpaid principal balance. 
On insured loans the interest rate w ill be 
as specified in Part 1810 of this Chapter 
XVTII. Interest will begin from the date 
of the note. When a direct loan is made 
in multiple advances. Interest on the first 
advance wdll begin on the date of the note 
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and interest on each subsequent ad¬ 
vance will begin on the date of the check. 

(c) Amortization period. Each loan 
will be scheduled for payment within 
such a period as may be necessary to 
assure that the loan will be adequately 
secured, taking into account the probable 
depreciation of the security; however, 

(1) For a direct loan, the payment 
period will not exceed 50 years from the 
date of the note. 

(2) For an insured loan, the payment 
period will not exceed 40 years from the 
date of the note. 

§ 1822.88 Speriul condition*. 

(a) Deferred payments on direct 
loans. In case of direct loans, when 
necessary because of deficiency in the ap¬ 
plicant’s income or resources, smaller 
than regular payments or no payments 
may be provided for the first and second 
January 1 dates after loan closing. 

(b) Deferred principal payments on 
insured loans. In case of Insured loans, 
when necessary because of deficiency in 
the applicant’s income or resources, 
smaller than regular payments of princi¬ 
pal or no payments of principal may be 
provided for the first and second install¬ 
ment dates after loan closing. How¬ 
ever, the first installment may not be 
less than interest accruing to the first 
February 1 following the date of the first 
installment, and the second installment 
may not be less than interest accruing for 
one year. 

(c) Refinancing SCH loayis. Each 
borrower must agree to refinance the un¬ 
paid balance of his SCH loan at the re¬ 
quest of the FHA whenever it appears to 
the FHA that the borrower is able to ob¬ 
tain a loan from responsible cooperative 
or private credit sources at reasonable 
rates and terms. 

(d) Loan resolutions or agreements. 
For an organization applicant a loan 
resolution in a form approved by FHA 
will be adopted by the applicant’s board 
of directors. For an individual appli¬ 
cant a loan agreement in a form ap¬ 
proved by FHA will be executed by the 
applicant when the loan exceeds $50,000 
or when required by the State Director if 
the loan is for a lesser amount. The 
loan resolution or agreement will provide 
for the maintenance of certain accounts 
and the pledge of housing income as 
security and contain regulatory provi¬ 
sions governing, and giving the FHA 
power to impose requirements regarding, 
the housing and related operations of 
the applicant. 

<e> Multiple advances. A direct loan 
may be disbursed in not more than three 
advances over a period not to exceed two 
years from the date of the first advance, 
insured loans may be disbursed in only 
one advance. 

(f) Nondiscrimination in use and oc¬ 
cupancy. When the loan is to finance 
housing of more than two rental units 
the borrower shall not discriminate, or 
permit discrimination by any agent, 
lessee, or other operator, in the use or 
occupancy of the housing or related fa¬ 
cilities because of race, color, creed, or 
national origin. 


*g> Eligibility for occupancy. (1) Eli¬ 
gible occupants of SCH housing will be 
limited to persons who are senior citizens 
or senior citizens and their spouses and 
who in direct cases have low r or moderate 
incomes, except that eligible occupants 
may also include: 

(1) A person younger than 62 who re¬ 
sides w T ith, and is considered a member 
of, the family of the senior citizen oc¬ 
cupant. 

<ii) A person younger than 62 if it can 
be shown that the younger person’s oc¬ 
cupancy is necessary for the well-being 
of the senior citizen occupant or spouse. 

(2) Loans will be made on the basis of 
the housing being occupied by eligible 
persons; however, if in connection with 
future servicing of the loan it becomes 
necessary to permit ineligible persons to 
occupy the housing for temporary periods 
in order to protect the financial interest 
of the Government, this may be per¬ 
mitted with the written prior approval 
of tlie national office. 

(h) Supervisory assistance. Super¬ 
vision will be provided borrowers to the 
extent necessary to achieve the objective 
of the loan and to protect the interests 
of the Government. 

§ 1822.89 Security. 

Each loan will be secured in a manner 
that adequately protect the financial in¬ 
terest of the Government. A first lien, 
if obtainable, will be taken on the prop¬ 
erty purchased or improved with the 
loan. If a first lien is not obtainable, a 
junior lien may be taken in compliance 
with the requirements of Subpart A of 
this Part 1822 regarding junior mortgage 
loans. When the real property as im¬ 
proved will not provide adequate security 
for the loan, a lien may also be taken 
on other property owned by the appli¬ 
cant. Also, other additional security may 
be taken when necessary, such as a pledge 
or assignment of, or other security in¬ 
terest In. income from the housing, and 
(in case of an organization) promissory 
notes, stock or membership subscription 
agreements, personal liability agree¬ 
ments, and mortgages or pledges of 
property of individual members or stock¬ 
holders. 

(a) As a general policy, personal lia¬ 
bility will be required from the members 
or stockholders of a corporation whose 
members or stockholders are few in num¬ 
bers, in order to provide adequate security 
and adequate assurance of carrying out 
the purpose of the loan. 

(b) If it is not legally or otherwise 
possible, or advisable for an applicant 
wliich is a public or quasi-public orga¬ 
nization to give a note and real estate 
mortgage, the forms of obligations and 
security instruments to be taken should 
be determined with the advice and as¬ 
sistance of the Office of the General 
Counsel. 

§ 1822.90 Technical, legal, anil oilier 
service*!. 

(a) Appraisals . When real estate is 
taken as security, the property will be 
appraised by an FHA employee author¬ 
ized to make real estate appraisals. If 
the security does not involve more than 


two rental units, the property will be 
appraised in accordance with the policies 
outlined in Part 1809 of this Chapter 
XVffl. Form FHA 426-1, “Valuation of 
Buildings,” will be completed to show the 
depreciated replacement value of all the 
buildings existing or to be constructed 
on the property to be taken as security. 

tb) Title clearance and legal services. 
When the applicant for an SCH loan is 
an organization, or an individual with 
special title or loan closing problems, 
title clearance and legal services will be 
obtained in accordance with instructions 
from the Office of the General Counsel. 
In other cases, the provisions of Subpart 
A of this Part 1822 regarding title clear¬ 
ance and legal services will apply. 

<c) Architectual and engineering serv¬ 
ices. (1) Housing and related facilities 
will be planned and performed in ac¬ 
cordance with Part 1804 of this Chapter 
and the “Interim Construction Guide 
for Use in Connection With Farmers 
Home Administration Loans for Senior 
Citizens Rental Housing/’ The appli¬ 
cant will provide the architectual and 
engineering services necessary to plan the 
housing including the design of the facil¬ 
ities and proposed site development and 
preparation of detailed plans, specifica¬ 
tions, and cost estimates. 

(2) Housing must be designed by per¬ 
sons w r ho understand the needs of senior 
citizens and who can project their needs 
into architectural designs appropriate for 
housing senior citizens. In order to as¬ 
sure good economical design and con¬ 
struction without placing an excessive 
burden on the FHA staff, architectural 
and engineering services will be required 
on all projects when the estimated cost 
is in excess of $50,000 unless prior con¬ 
sent is given by the national office to 
proceed without complete architectural 
services. Any requests for exceptions 
should state the size of the development, 
the design and type of construction, and 
how the architectural services will be 
provided. Architectural and engineer¬ 
ing services should be required where the 
nature and characteristics of the proj¬ 
ect are such that architectural services 
are needed. The applicant should select 
an architect who can and will furnish 
a design providing economical and 
thoroughly liveable housing at a cost 
within the rental rates the senior citizens 


can afford. 

(3) A written contract will be required 
w-hen loan funds will be used for archi¬ 
tectural and engineering services. All 
such contracts will be subject to review 
and approval by the FHA and, therefore, 
should be submitted to the FHA befoi 
execution by the applicant. Such ex ¬ 
tracts will provide for the type of sen ice 
to be performed, such as preliminary ai 
final planning, the furnishing of sketches, 
drawings, specifications, and cost esti¬ 
mates, assisting in preparing the solicit¬ 
ing of construction bids, analyzing • 
preparing and awarding construe^ 
contracts, preparing change orders, e- 
cising supervision during construe • 
certification of all payments for wont 
performed, the amount of fees to be P 
and payment of the fees in tarn) 
upon completion of all services oi 
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stallments as services are performed. 
The amount of fees payable from loan 
funds will be based on the nature and 
extent of the sendees needed by the ap¬ 
plicant in connection with the planning 
and development of the housing. 

(d) Construction and development 
policies. (1) Contract construction will 
be encouraged on all loans. Contracts 
on the basis of competitive bids with 
qualified builders will be encouraged. 

(2) Borrower construction may be 
necessary or desirable in some cases. In 
a case of this type when a borrower or 
its stockholders, directors, or oificers will 
serve, directly or indirectly, as the 
builder of the project, or as a supplier 
of labor or materials, the work will be 
performed by the borrower method with 
the following modifications. In order to 
conserve the County Supervisor’s time, 
the number of payments of materials 
and labor should be kept to a minimum. 
All invoices will be signed by the bor¬ 
rower as correct and received. Form 
FHA 424-11, “Statement of Labor Per¬ 
formed,” will be signed by the borrower. 
Under no circumstances will loan funds 
be used to pay the borrower or its stock¬ 
holders, directors, or officers, directly 
or indirectly, any profits from the con¬ 
struction or from supplying materials or 
any compensation for their own labor. 
Discounts and rebates given in advance 
must be deducted before the invoices are 
paid. If discounts or rebates are given 
after the invoices are paid, the funds 
must be returned to the supervised bank 
account. 

<3) Form FHA 424-13, “Certificate 
and Actual Cost of Construction,” will 
be furnished by the borrower upon com¬ 
pletion of the work on projects estimated 
to cost $20,000 or more. 

<e) Compliance with local codes and 
regulations. Planning, construction, 
zoning, and operation of housing fi¬ 
nanced with the SCH loan will conform 
with any applicable laws, ordinances, 
codes, and regulations governing such 
matters as construction, heating, plumb- 
mg, electrical installation, fire preven¬ 
tion, and health and sanitation. 

( f) Contracts for legal services. On 
nousing requiring extensive legal serv- 
ces. the applicant will be required to 
lave a written contract when loan funds 
in be used for these services. All such 
contracts, including the amount of the 
ees to be paid, will be subject to review 
5P® approval by the FHA and. therefore, 
snould be submitted to the FHA before 
Py the applicant. Contracts 
J™** for the types of services to be 
min 6 ?' the amour *t of the fees to be 
sum ’ ar \ < l paymen t of the fee in lump 
in \ ? n *. v? e com Piotion of all services or 
form^ tal l2 ents as services are per- 
abi* T ? le amount of the fees pay- 
thf*no* 0m * oan funds will be based on 
neodpi U iT e ex tent of the legal service 
with i tlle applicant' in connection 
merit 16 houslng Planning and develop- 

Clud« ? pti ° nin ff Of land. If a loan in- 
ai)Dlir a ili nds P^chase real estate, the 
Chanfp?^^ provisions of § 1821.15 of this 
follow!!, regarding options will be 
After the loan is approved, 


the County Supervisor will have Form 
FHA 443-9, “Acceptance of Option,” or 
other appropriate form of acceptance, 
completed, signed, and mailed to the 
seller. 

(h) Use of and accountability for loan 
funds. Loan funds and any funds fur¬ 
nished by the borrower will be deposited 
and handled in accordance with Part 
1803 of this Chapter XVIII. Pledging 
collateral for deposit of funds will be in 
accordance with Administration Letter 
802 (402). Funds furnished by the bor¬ 
rower for the purchase of special equip¬ 
ment and furnishings to be used in con¬ 
nection with the project, for which loan 
funds could not be used, should not be 
deposited in the supervised bank account 
with loan funds. Withdrawals of funds 
from the supervised bank account may be 
made only for legally eligible loan pur¬ 
poses. 

(i) Insurance. The State Director 
will determine the minimum amounts 
and types of insurance the applicant will 
carry. 

(1) Fire and extended coverage will 
be required on all buildings included in 
the security for the loan in accordance 
with Part 1806 of this Chapter XVm. 

(2) Suitable Workman’s Compensa¬ 
tion Insurance will be carried by the ap¬ 
plicant for all its employees. 

(3) The applicant will be advised of 
the possibility of incurring liability and 
encourage, or may be required when ap¬ 
propriate. to obtain liability insurance. 

(j) Bonding. (1) The provisions of 
Part 1804 of this Chapter XVTII pertain¬ 
ing to surety bonds are applicable to 
SCH loans, except that approved cor¬ 
porate surety bonds will be required in all 
cases involving a construction contract in 
excess of $20,000 unless an exception is 
made by the national office. 

(2) If the applicant is an organiza¬ 
tion, the applicant will provide fidelity 
bond coverage for the official entrusted 
with the receipt, custody, and disburse¬ 
ment of its funds and the custody of any 
other negotiable or readily salable per¬ 
sonal property. The amount of the bond 
will be at least equal to the maximum 
amount of money that the applicant will 
have on hand at any one time exclusive 
of loan funds deposited in a supervised 
bank account. If permitted by State law, 
the United States will be named co-ob- 
ligee in the bond. Form FHA 440-24, 
“Position Fidelity Schedule Bond,” may 
be used if permitted by State law. 

§ 1822.91 Maximum income limit for oc¬ 
cupancy of housing financed with 
direct loan. 

For direct SCH loans only the maxi¬ 
mum income level for occupancy will be 
established for each direct loan housing 
project as follows: 

(a) The County Supervisor, after mak¬ 
ing a preliminary determination that a 
loan might be made, will assemble ap¬ 
propriate information concerning in¬ 
come levels and living costs of senior 
citizens in the area, including the.cost of 
renting suitable housing that permits 
independent living. 

(b) The County Supervisor, with the 
advice of the County Committee, will 


recommend the income which, in his 
judgment, is needed by a senior citizen 
family of two in the locality to meet rea¬ 
sonable living expenses, rent modest but 
satisfactory housing in the area, and 
otherwise live comfortably but not ex¬ 
travagantly. Family income means gross 
income received by the family, as de¬ 
fined by the Internal Revenue Service 
for income tax purposes, plus any re¬ 
tirement, Social Security, pensions or 
similar payments, and interest on State 
and municipal bonds. 

(c) The County Supervisor will sub¬ 
mit his recommendation and supporting 
information to the State Director with 
the preliminary loan docket. The State 
Director will review this information 
together with other information available 
on income for the area, such as census 
data, living standards, and other income 
studies, establish the maximum income 
level for occupancy of the housing, and 
notify the County Supervisor. The State 
Director’s determination and the basis 
for establishing the maximum income 
level for occupancy will be documented 
as part of the completed loan docket. 
This determination will be subject to re¬ 
view by the National Office when the loan 
docket is submitted. 

(d) Maximum income levels for occu¬ 
pancy will not be adjusted from year to 
year. However, the maximum income 
level may be adjusted when justified by 
a substantial change in living costs in 
the area and other pertinent factors. To 
justify such an adjustment, the same 
procedure will be followed as when es¬ 
tablishing the maximum income level 
initially. 

(e) The maximum income level for oc¬ 
cupancy of any housing project will not 
exceed $6,000 a year unless properly 
justified and approved by the Adminis¬ 
trator. 

§ 1822.92 Processing applications. 

(a) Application. An application will 
be in the form of a letter to the local 
County Supervisor. The letter should 
include a statement about the purpose 
for which the loan is requested; an esti¬ 
mate of the amount of the loan needed; 
any previous experience in operating 
rental housing; and the proposed man¬ 
ner of securing and repaying the loan. 
Included in or attached to the letter 
should be: 

(1) A currently dated financial state¬ 
ment showing assets and liabilities, to¬ 
gether with information on the repay¬ 
ment schedule and status of each debt. 

(2) Evidence of inability to obtain 
credit from other sources. 

(3) Preliminary survey of the area 
showing the need and estimate of the 
probable demand for future senior citi¬ 
zens rental housing. The preliminary 
report at this stage may vary, as deter¬ 
mined by the State Director, from the 
number of senior citizens living in the 
area to a complete market analysis in 
accordance with § 1822.93(a) (3). 

(4) A proposed operating budget 
showing anticipated income and ex¬ 
penses for a typical year of operation. 

(5) Plot plan and preliminary plans 
and specifications for the proposed hous- 
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ing, Including the building layout, type 
of construction, number and type of liv¬ 
ing units, special design features for use 
of senior citizens, and the estimate of 
cost. 

(6) Information on neighborhood and 
existing facilities, such as distance to 
shopping area, neighborhood churches, 
available transportation, drainage, sani¬ 
tation facilities, water supply, and access 
to essential services such as doctors, den¬ 
tists, and hospitals. 

(7) For an organization applicant, a 
copy of, or an accurate citation to, the 
specific provisions of State law under 
which the applicant is organized; a copy 
of the applicant's charter, articles of in¬ 
corporation, bylaws, and other basic 
authorizing documents; the names and 
addresses of the applicant’s principal 
stockholders or members and its direc¬ 
tors and officers; and, if a principal 
stockholder is another organization, its 
name, address, and principal business. 

tb) County Supervisor review. The 
letter of application and supporting 
documents will be reviewed by the 
County Supervisor and forwarded to the 
State Director along with a statement 
by the County Supervisor of any addi¬ 
tional facts he has concerning the appli¬ 
cant, the need for senior citizens rental 
housing in the area, any comments or 
recommendations of the County Com¬ 
mittee, the County Supervisor’s recom¬ 
mendations and findings with respect to 
all items of eligibility, and any other 
information about the applicant or hous¬ 
ing that would be helpful to the State 
Director in evaluating the application. 
If the applicant is an organization, the 
County Supervisor will express his views 
of the financial position, income, occu¬ 
pation, and background of the directors, 
principal stockholders or members, and 
executive officers. If the applicant for 
an insured loan is a closely held corpora¬ 
tion, current financial statements will be 
required from its directors and stock¬ 
holders or members who hold a control¬ 
ling interest. 

(c) State office action . The State Di¬ 
rector will determine whether the ap¬ 
plicant is eligible. The State Director 
will review the preliminary plans or de¬ 
tailed plans, specifications, and cost esti¬ 
mates. and, unless the applicant is an 
organization, or is an individual and the 
project involves more than four rental 
units, instruct the County Supervisor as 
to any required modifications, and 
whether the modified plans should be re¬ 
turned for review and approval prior to 
submission of the docket. He also will 
give the County Supervisor any other 
instructions needed for any corrective 
actions to be taken to process the loan. 
If the applicant is an organization, the 
State Director’s determination of eligi¬ 
bility will be made with the advice of 
the Office of the General Counsel. If the 
applicant is eligible and is an individual 
whose application involves more than 
four rental units or an organization and 
the State Director recommends further 
consideration, the letter of application 
and all supporting documents together 
with any memorandum of the Office of 
the General Counsel will be submitted to 


the national office for review and in¬ 
structions as to further processing, 
which may include, when appropriate, 
authorization for the State Director to 
approve the loan without further sub¬ 
mission to the national office. 

§ 182T2.93 Preparation of loan doeket. 

(a) Information needed . If the State 
Director authorizes further processing of 
the application, the County Supervisor 
will advise the applicant of the informa¬ 
tion he will need to furnish so that the 
loan can be processed. Such informa¬ 
tion, if applicable, will include; 

(1) Detailed plans, specifications, and 
cost estimates prepared hi accordance 
with the “Interim Construction Guide 
for Use in Connection with Farmers 
Home Administration Loans for Senior 
Citizens Rental Housing/* and the 
“Guide for the Construction of Farm 
Buildings.” The completed docket will 
contain a detailed cost breakdown of 
the project for such items as land and 
rights-of-way, building construction, 
equipment, utility connections, on-site 
improvements, architectural and en¬ 
gineering services, and legal services. 
The cost breakdown also should show 
separately the items not included in the 
loan, such as furnishings and equipment. 

(2) Satisfactory evidence of review 
and approval of the proposed housing by 
applicable State and local officials whose 
approval is required by State or local 
laws, ordinances, or regulations. 

(3) Statements, supported by statis¬ 
tical data, describing and explaining the 
basis for the expectancy of a continued 
effective demand for senior citizens 
housing over the period of the loan. 
Information of this type may be de¬ 
termined from census reports and other 
published data showing the number of 
persons 62 years of age and over and 
the condition of the housing occupied. 
In a direct loan case the income distinc¬ 
tion should be observed. 

<i) If relatively few units, generally 
not more than 10, are being built in a 
community where an obvious effective 
demand exists for rental housing for the 
elderly, the information in this subpara¬ 
graph <3) generally will be adequate. 

(ii) For any proposed loan that in¬ 
cludes more than 10 units or in a case 
with fewer units where there is any doubt 
concerning the demand, the applicant 
will be required to furnish a complete 
market analysis showing the need and 
demand for senior citizens housing in the 
area. Such a survey should be based on 
the best information available and 
should include: 

(a) Estimate of number of houses or 
apartments in the area for rent or sale. 

<b) Characteristics of present avail¬ 
able rental housing, such as location, 
quality and size of unit, type of building, 
age of structure, house value, tenure, va¬ 
cancy rate, nature of vacancies, and 
price or rental levels. 

(c) Number of persons 62 years of age 
and over. 

< d ) Characteristics of the elderly such 
as single or couple, male or female. 

( e) Income and financial condition of 
the senior citizens in the area. 


</) Present living arrangements of el¬ 
derly in the area and the extent to w hich 
inadequate housing is associated with 
health or financial reasons. 

( g ) Estimate of the number of senior 
citizens who are willing and financially 
able to occupy the proposed housing. 

(iii) If the housing is located in an 
area where there are relatively few senior 
citizens, or for any other reason there is 
a question as to whether the housing will 
be occupied, the applicant may be re¬ 
quired to obtain written expressions of 
interest in applying for occupancy from 
a sufficient number of eligible senior citi¬ 
zens to clearly indicate full occupancy 
reasonably soon after construction is 
completed. 

(4) Evidence supporting a continued 
effective demand for senior citizens 
rental housing required in subparagraph 
(3) of tliis paragraph should be based on 
the number of senior citizens in the area 
willing and financially able to occupy 
the housing at the proposed rental levels. 
This does not preclude occupancy by 
some who are receiving welfare assist¬ 
ance; however, the economic justifica¬ 
tion for the housing should be based on 
senior citizens in the area to be served 
by the proposed housing with incomes 
w hich are not subject to fluctuation such 
as those that may occur in w T elfare as¬ 
sistance payments. 

(5) A description and justification of 
any related facilities included in the 
loan. 

(6) A statement giving location of 
other essential facilities that will be 
available in the community, such as res¬ 
taurants, doctors, dentists, hospitals, 
churches, shopping center, barber shops, 
beauty shops, and recreational facilities. 

(7) A schedule of rental rates pro¬ 
posed for the housing and any separate 
charges for the use of related facilities. 

(8) A detailed operating budget pro¬ 
posed for the first year of operation and 
a typical year’s operation, showing the 
operating cost of the rental housing, the 
debt structure of the applicant, and how 
the debts will be paid. If the applicant 
has previously operated a rental hous¬ 
ing or similar business, a copy of the 
operating budgets for the past 5 years 
also will be included. 

< 9) A statement in narrative form out¬ 
lining the management of the proposed 
housing such as whether by owner or 
hired manager, age of manager, duties 
and responsibilities, experience, an 
long-range training program planne , 
and other factors pertaining to the quaii- 


cations of the manager. 

(10) A statement of policy regarding 

icupancy including method of select- 
ig tenants, a copy of the proposed foim 
f lease or rental agreement to be offeree 
nants, and a copy of any rules or rela¬ 
tions governing administration a 
:cupancy. , . „ a 

(11) When the loan is secured by a 
inior real estate mortgage, agreements 
Ith prior lienholders and 
mcerning prior mortgages as pio 

i 5 1822.10 <b) and (c). 

(12) When land is being purchased o 

le building site will be part of a tra 
vned by the applicant, or in any other 
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case when necessary to clearly identify 
the property, a survey of the land to be 
given as security prepared by a licensed 
surveyor will be included in the loan 

docket. 

(b) County Supervisor's responsibility. 
As the information for the loan docket 
is being developed, the County Supervi¬ 
sor will work closely with the applicant 
and review the information furnished for 
adequacy and completeness. The 
County Supervisor will observe the pro¬ 
posed site and consider its desirability. 
He will evaluate the manner in which the 
applicant plans to conduct his business 
and financial affairs, commenting on the 
adequacy of the management. The 
County Supervisor's comments together 
with the application and the completed 
docket will be submitted to the County 
Committee for its consideration. 

(c) County Committee certification. 
Before a loan is approved, the County 
Committee will make the necessary cer¬ 
tification on Form FHA 440-2, “County 
Committee Certification or Recom¬ 
mendation/* Before executing Form 
FHA 440-2, the County Committee will 
consider all pertinent information con¬ 
cerning the applicant and the proposed 
facility, and will be given an opportunity 
to talk with the applicant or its repre¬ 
sentative if the Committee desires to 
do so. 

<d) Forms. (1) Form FHA 440-23, 
“Promissory Note/* will be used for direct 
loans. 

(2) Form FHA 440-22, “Promissory 
Note/’ will be used for insured loans to 
organizations except when legally in¬ 
appropriate. 

(3) Form PHA 440-16, “Promissory 
Note.” will be used for insured loans to 
individuals. 

<4> Forms FHA-28 or FHA 442-6, 
“Association Proposal and Request for 
Funds,” will be used for a loan to an or¬ 
ganization, or a loan to an individual 
involving more than four rental units. 

(e) Submission of docket to State 
office. The loan docket together with 
any comments from the County Com¬ 
mittee and the County Supervisor will 
be submitted to the State Office for re¬ 
view. The State Director will prepare 
a memorandum to the County Super¬ 
visor requesting additional information 
needed, or setting forth the conditions 
of approval. If the prior consent of the 
National Office is required for loan ap¬ 
proval and such consent has not pre¬ 
viously been given, a copy of the State 
^rector's unsigned memorandum, to¬ 
gether with his recommendation and the 
complete loan docket, will be submitted 
to the National Office. 


§ 1822.94 Ixian approval. 

Authority. The State Director is 
juitnorized to approve or disapprove SCH 
Joans in accordance with this Subpart D. 
an,? S , e Director may redelegate loan 
nwfH al A n writing to State Office em- 
other than the Area Supervisor 

thp « e ? tate Office employee making 
w appraisal. 

the prior consent of the 
nr Office no SCH loan may be ap- 
Proved by the State Director if: 


(1) The loan is to an organization; or 

(ii) The amount of the loan plus un¬ 
paid principal and past-due interest of 
any other lien(s) on real estate of the 
applicant would exceed $50,000; or 

(iii) The proposed loan together with 
unpaid principal of any other FHA loans 
of the applicant would exceed $50,000. 

(2) When prior consent of the Na¬ 
tional Office is required for loan ap¬ 
proval, the loan docket and the State 
Director’s recommendation will be sent 
to the National Office. 

(b) Loan approval action. When a 
loan is approved, the approval official 
will: 

(1) Indicate on Form FHA 440-3, in¬ 
cluding all copies, any conditions that 
must be met before the loan is closed, 
including the amount of surety and 
fidelity bond coverage and other insur¬ 
ance, the security (such as real estate 
lien or junior lien subject to certain prior 
liens), title evidence, and any other spe¬ 
cial requirements. If more space is 
needed. Form FHA 440-3 will be supple¬ 
mented by a memorandum. 

(2) Sign the original and two copies of 
Form FHA 440-3 and insert his title in 
the space provided. 

(3) Sign the original of Form FHA 
440-1 and insert his title in the space 
provided. 

(4) If a loan is disapproved after the 
docket has been developed, the reason for 
such action will be shown on the original 
of Form FHA 440-3. Form FHA 440-3 
will be initialed and dated. When a loan 
is disapproved, the County Supervisor 
will notify the applicant of the disap¬ 
proval of the loan and the reasons 
therefor. 

§ 1822.95 Anions subsequent to loun 
approval. 

(a) Requesting check. When loan 
approval conditions can be met, includ¬ 
ing any real estate title requirement, and 
a date for loan closing has been agreed 
upon, the County Supervisor will order 
the loan check so that it will be avail¬ 
able on or immediately prior to the date 
set for loan closing. 

(b) Handling the loan check. The 
loan check will be handled in accord¬ 
ance with Part 1803 of this Chapter 
XVIII. 

(c) Property insurance. Buildings 
will be insured in accordance with Part 
1806 of this Chapter XVffl. 

§ 1822.96 Loan closing. 

(a) Applicable instructions. SCH 
loans will be closed in accordance with 
applicable provisions of Part 1807 of this 
Chapter XVTII and any supplementary, 
or closing instructions, and with the as¬ 
sistance of the designated attorney, rep¬ 
resentative of the title insurance com¬ 
pany, or local attorney, whichever is 
appropriate. 

(b) Mortgage. Unless the Office of the 
General Counsel determines the form to 
be inappropriate in any case, real estate 
mortgage Form FHA 427-2 (State), 

“Real Estate Mortgage for_,’* 

will be used for a direct loan to an or¬ 
ganization. and Form FHA 427-1 (State), 
“Real Estate Mortgage for_,*’ 


will be used for an insured loan to an 
individual or to an organization. For 
loans to organizations. Form FHA 427-2 
and Form FHA 427-1 will be modified as 
prescribed by or with the advice of the 
Office of the General Counsel with re¬ 
spect to the name, address, and other 
identification of the borrower, the style 
of execution, and the acknowledgment. 

(1) When the loan is to finance hous¬ 
ing of more than two rental units, the 
mortgage or other security instrument 
shall contain the following covenant: 

Borrower covenants and agrees that it will 
not discriminate, or permit discrimination by 
any agent, lessee, or other operator, In the 
use or occupancy of the housing or related 
facilities financed in whole or in part with 
the loan in connection with which this in¬ 
strument is given, because of race, color, 
creed, or national origin. 

(2) When a loan resolution or loan 
agreement is used, an additional para¬ 
graph will be included in the mortgage 
to read as follows: 

This instrument also secures the obliga¬ 
tions and covenants of Borrower set forth in 
Borrower’s Loan Resolution (Loan Agree¬ 
ment) of__ which is 

(Date) 

hereby incorporated herein by reference. 

(3) In case of a loan to an individual 
where a loan agreement is not used, ad¬ 
ditional paragraphs will be included in 
the mortgage to read as follows: 

Occupancy of the housing and related 
facilities on the property will be limited to 
eligible senior citizen occupants as defined 
in the regulations of the Farmers Home Ad¬ 
ministration, unless the Government gives 
prior written approval to other occupancy. 

As required by the Government: Borrower 
will permit the Government to inspect and 
examine the operation o' the housing, and 
the books, records, and operations of Bor¬ 
rower; submit regular and special reports 
pertinent to the purpose of the loan or the 
Government’s financial interests; subject 
rents and charges and other terms of rental 
agreements with occupants of the housing, 
and compensation to employees connected 
with its operation, to prior approval by the 
Government, or to adjustment at the direc¬ 
tion of the Government when necessary in 
its Judgment to carry out the purpose of the 
loan or protect its financial Interests; and 
comply with any other requirements which 
in the discretion of the Government are rea¬ 
sonably appropriate to the purpose of the 
loan or protection of the Government’s in¬ 
terests. 

(c) Promissory note. (1) The total 
amount to be shown in the note will be 
the amount of the loan. 

(2) Payments on SCH loans will be 
scheduled with annual installments due 
January 1. Form FHA 440-9 will be 
used to schedule payments on a monthly 
basis. As provided in § 1822.88 (a) and 
(b), the first installment or the first and 
second installments may be less than 
regular annual installments. If the first 
installment or first two installments are 
less than regular annual installments, 
the regular annual installment will be 
computed by multiplying the amount of 
the loan by the factor for the number 
of years over which regular installments 
will be scheduled. 

(3) The note will be signed in accord¬ 
ance with Part 1807 of this Chapter 
XVTII. 
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(4) For an insured loan the note will 
not be endorsed or the insurance en¬ 
dorsement executed until the loan is as¬ 
signed from the insurance fund to a 
lender. In such cases, the Director, Fi¬ 
nance Office, or the Insured Loan Officer, 
will sign the endorsement on the reverse 
of the note and will execute the insur¬ 
ance endorsement in accordance with 
Part 1873 of this Chapter XVIII. 

(5) When a loan is closed during 
December and the first installment is 
due the next January 1, the first install¬ 
ment will be collected at the time of loan 
closing if it is a nominal amount or the 
borrower consents. 

(6) When a loan is disbursed in more 
than one advance, Forms FHA 440-1 will 
be prepared and executed. The actual 
date of each advance will be entered on 
the reverse of the note. The date of the 
first advance wrill be the date of loan 
closing, and each subsequent advance the 
date of the loan check. 

(d) Recorded mortgage. When the 
real estate mortgage or other security 
instrument is returned by the recording 
official, the County Supervisor will retain 
the original in the borrower’s case folder. 
If the original is retained by the record¬ 
ing official for the county records, a con¬ 
formed copy including the recording data 
showing the date and place of recorda¬ 
tion and book and page number will be 
prepared and filed in the borrower’s case 
folder. A copy of the mortgage will be 
delivered to the borrower and w r ill be 
conformed only if required by State law 
or if it is the custom of other lenders 
in the area. 

(e) Date of loan closing. An SCH 
loan is considered closed w ? hen the secu¬ 
rity instrument is filed of record, or, if 
there is no security instrument filed of 
record, when the loan funds are de¬ 
posited in the supervised bank account 
or otherwise made available to the bor¬ 
rower after he executes and delivers the 
note and any other required instruments. 

§ 1822.97 Subsequent SCH loans. 

A subsequent SCH loan is an SCH loan 
to an applicant indebted for an initial 
loan of the same type (direct or insured). 
A subsequent SCH loan may be made for 
the same purposes and on the same con¬ 
ditions as an initial loan. 

§ 1822.98 Complaints regarding diacrim- 
ination in use and occupancy of 
housing in projects of more than two 
rental units. 

(a) Any occupant or applicant for oc¬ 
cupancy or use of such SCH housing or 
related facilities who believes he has been 
discriminated against because of race, 
color, creed, or national origin may file 
a complaint with the County Supervisor 
or State Director. 

(b) The complaint must be in writing 
and signed by the complainant and con¬ 
tain the following information: 

(1) The name and address (including 
telephone number) of the complainant. 

(2) The name and address of the per¬ 
son committing the alleged discrimina¬ 
tion. 

(3) Date and place of the alleged dis¬ 
crimination. 


(4) Any other pertinent information 
that will assist in the investigation and 
resolution of the complaint. 

Subpart E—Farm Labor Housing 

Grant Policies, Procedures, and 

Authorizations 

Authority : The provisions of this Subpart 
E Issued under secs. 506, 508, 510, 516, 63 
Stat. 435, as amended, 436, as amended, 437, 
78 Stat. 797; 42 U.S.C. 1476. 1478. 1480. 1486; 
Orders of Secretary of Agriculture, 29 F.R. 
16210, 16840. 30 F.R. 14049. 

§ 1822.201 General. 

This subpart sets forth the policies and 
procedures and delegates authority for 
extending financial assistance in the 
form of grants under section 516 of the 
Housing Act of 1949 to provide low-rent 
housing and related facilities for do¬ 
mestic farm labor. 

§ 1822.202 Objective. 

The basic objective of the Farmers 
Home Administration tFHA) in making 
Labor Housing (LH > grants is to provide 
decent, safe, and sanitary low-rent hous¬ 
ing and related facilities for domestic 
farm labor when there is a pressing need 
for such facilities in the area and there 
is reasonable doubt that the housing can 
be provided without grant assistance. 

§ 1822.203 Definitions. 

As used in this Subpart E: 

(a) “Domestic farm labor” means 
persons who receive a substantial por¬ 
tion of their income as laborers on farms 
in the United States and either (1) are 
citizens of the United States, or (2) re¬ 
side in the United States after being 
legally admitted for permanent resi¬ 
dence and may include families of such 
persons. Laborers on farms may include 
laborers engaged in handling agricul¬ 
tural commodities while they are in the 
unprocessed stage, provided title to the 
commodity is held by the producer and 
the place of employment, such as a pack¬ 
ing shed, is on or near the farm where 
the commodity is produced. Laborers on 
farms do not include workers on “oyster 
farms” or “fish farms.” 

<b) “Housing” means existing struc¬ 
tures or new structures which are or will 
be suitable for decent, safe, and sanitary 
dwelling use by domestic farm labor at 
rentals within the payment ability of 
families of low income. “Housing” may 
also include “related facilities” where 
appropriate. 

(c) “Related facilities” include com¬ 
munity rooms or buildings, cafeterias, 
dining halls, infirmaries, child care fa¬ 
cilities, assembly halls, and other essen¬ 
tial service facilities, such as central 
heating, sewerage, lighting systems, 
bathing facilities, and a safe domestic 
water supply. All related facilities must 
be reasonably necessary for proper use 
of the housing as dwellings for the do¬ 
mestic farm labor occupants. 

(d) “Organization” means a State or 
political subdivision, or a public or pri¬ 
vate nonprofit organization. 

(e) “Nonprofit organization” means a 
public or broadly based private organi¬ 
zation which is organized and operated 


on a nonprofit basis, is legally precluded 
from distributing any profits, dividends, 
or net assets to its members or any pri¬ 
vate individual, and will operate the 
housing as a community service. 

(f) “Construct or repair” means to 
construct new' structures or facilities, or 
to acquire, relocate, or improve existing 
structures or facilities. 

(g) “Development cost” means the 
cash cost of constructing, purchasing, 
improving, altering or repairing new or 
existing housing and related facilities, 
and purchasing and improving the 
necessary land, including necessary 
architectural, legal, and other appropri¬ 
ate technical and professional fees and 
charges. 

(h) “Members” and “membership” 
include stockholders and stock where 
appropriate. 

(i) “Board” and “directors” include 
the governing body and members of the 
governing body of an organization. 

(j) “Applicant” means the applicant 
for or the recipient of an LH grant. 


§ 1822.204 Eligibility requirements. 

(a) Eligibility of applicant. To be 
eligible for an LH grant the applicant 
must: 

(1) Be an organization with an assured 
life over a period of years sufficient tc 
carry out the purpose of providing low- 
rent housing for domestic farm labor. 
Tliis should not be less than the antici¬ 
pated useful life of the project as suitable 
housing for domestic farm labor, assum¬ 
ing proper maintenance and repair of 
the property. Ordinarily, this should 
not be less than 50 years. 

(2) When the giant is closed, be the 
owner (as distinguished from a lessee) 
of the housing and related facilities, in¬ 
cluding the site. 

(3) Be unable to provide the necessary 

housing from its own resources, includ¬ 
ing any power to levy taxes, assessments, 
or charges, and unable to obtain tne 
necessary credit through Labor Housing 
(LH) loans under Subpart C of this Part 
1822 or from other sources upon terms 
and conditions the applicant could ica* 
sonably be expected to fulfill. 

(4) Have initial operating capital ana 
other assets needed for a sound opera¬ 
tion, and have, after the housing is com¬ 
pleted, income sufficient for its °P era ~?f 
expenses, necessary capital replacement* 
payments on authorized debts, inclu 

any LH loan, and other reasonable ana 

necessary expenses, and the accum d 
lion of reasonable reserve as reqffirect 
Initial operating capital 8hould be sum 
cient to pay such costs as PW^Sftvtond 
ability insurance premiums, fldellt> . in- 
premiums, utility hook-up charges mam 
tenance equipment, movable toxnW** 
and equipment, printing lease form . 
other initial expenses. 

(5) Possess the legal and actual ' U 1 
pacity, ability, and experience to w 
and carry out the undertakiriprs a Q n 
gations required, including the oblte d 
to maintain and operate the housing ana 
related facilities for the purpose 
which the grant is made. 
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(6) Legally obligate itself not to divert 
income from the housing to any other 
business, enterprise, or purpose. 

(7) If it is a private nonprofit organi¬ 
zation, meet the following additional re¬ 
quirements: 

(i) Its members who own a controlling 
interest must reside in the area w T hich in¬ 
cludes the location of the housing and the 
farms on which the occupants will work. 

(ii> Responsibility for management of 
the housing must be vested in the appli¬ 
cant’s board of directors. 

(ill) The applicant must have a large 
local membership reflecting a variety of 
interests in the community; be governed 
by a board of directors of not less than 
five members drawn from the community 
leadership; be legally precluded from 
distributing any dividends or net earn¬ 
ings to its members or any private indi¬ 
vidual during its corporate lifetime; in 
the event of its dissolution, be legally 
bound to transfer its net assets to a non¬ 
profit organization of a similar type or a 
public body, for use for domestic farm 
labor housing or other public purpose; be 
pledged to administer the housing as a 
community service in the interest of the 
whole community; be prohibited from re¬ 
quiring employment on any particular 
farm or farms as a condition of occu¬ 
pancy of the housing; and be certified as 
exempt from Federal income taxation. 

<b) Authorized representative of crp- 
Vlicant. Tlie FHA will deal only with the 
applicant or its bona fide representative 
and technical advisers. The authorized 
representative of the applicant must be 
a person who has no pecuniary interest in 
the award of the architectural or con¬ 
struction contracts, the purchase of 
equipment, or the purchase of the land 
for the housing site. 


§ 1822.203 Cram purposes. 

LH grants may only be made to: 

( a) Construct or repair housing as de- 
toed in § 1822.203 (b). (c), and (f) of 
this Subpart E. Housing may include 
single family units, apartments, or 
aormitory-type units. 

. (b) Acquire the necessary land on 
the Ilousin & Is or will be located 
*na make improvements such as land- 
j foun dation plantings, seeding 
sodding lawns, and construction of 
aiKs. yard fences, parking areas, and 

nnil e ^ ays * The cost °* the land so ac " 
u.* ^ a y not exceed its present mar- 

Piv^ V ? lue 111 Present condition, 
sent market value will be determined 
a PP ra isal. Land will not be 
in excess of the minimum ade- 

Lanri JHv? 0Unt needed f° r the housing, 
u ^ not be acquired from a mem- 
. officer, or director of the applicant, 
-m another organization in which 
of the applicant has an in- 

Natf the prior consent of the 

National Office. 

and Install related facil- 
Subn^ defined in 5 1822.203(c) of this 
roasnn and other related facilities 
the hn ly necessar y for proper use of 

as- dWeU ‘ ngS for the occu - 


(1) Recreation area or center. 

(2) Central cooking and dining facil¬ 
ities. 

(3) Small infirmary for emergency 
care only. 

(4) Laundry facilities. 

(5) Fallout shelters or similar protec¬ 
tive structures. 

(6) Essential equipment which upon 
installation legally becomes a part of 
the real estate. The applicant must pro¬ 
vide movable-type furnishings snd 
equipment from its own funds. 

(d) Pay related costs such as fees 
and charges for legal, architectural, and 
other appropriate technical services 
which are not available from the FHA 
or other sources without cost to the 
applicant. 

§ 1822.206 Conditions under which an 
LH grant niny be made. 

A grant may be made to an eligible 
applicant only when all of the following 
requirements can be met: 

(a) The applicant will contribute at 
least one-third of the cash development 
cost, obtained from its own resources, 
including any power to levy taxes, assess¬ 
ments, or charges, or with credit from 
other sources, or with an LH loan. The 
applicant’s contribution must be avail¬ 
able at the time of grant closing. If an 
LH loan is needed, the applicant will file 
an application for the loan to be con¬ 
sidered with the grant application. 

Cb) The housing and related facilities 
will fulfill a pressing need in the area 
in which the housing is or will be located 
and there is reasonable doubt that such 
housing can be provided without the 
grant. 

(1) The applicant will furnish the 
FHA factual evidence showing: 

(1) Number of domestic farm laborers 
currently being used in the area. 

(ii) Kind of labor performed. 

(iii) Outlook for future need for 
domestic farm labor in the area. 

(iv) Kind, condition, and adequacy of 
housing presently used by domestic farm 
laborers. 

(v) Ownership of presently occupied 
housing. 

(vi) Customary rental terms and con¬ 
ditions. 

(vii) Reasons w'hy needed housing 
cannot be financed with funds from 
other sources including an LH loan. 

(2) If, after evaluating the informa¬ 
tion furnished by the applicant and ad¬ 
ditional information he may obtain, the 
County Supervisor determines that the 
housing will fulfill a pressing need and 
that a reasonable doubt exists that the 
housing can be provided without the 
grant, he will prepare a narrative state¬ 
ment to support his conclusions. 

(c) The housing to be provided is the 
most practicable type, giving due con¬ 
sideration to the purposes to be served 
and the needs of the occupants. 

(d) The housing wall be constructed 
in an economical manner and will not 
be of elaborate or extravagant design or 
material. 


§ 1822.207 Limitation* and conditions. 

(a) Maximum amount of grant . The 
amount of any grant may not exceed 
the lesser of: 

(1) Tw'o-thirds of the total cash devel¬ 
opment cost, or 

(2) That portion of the total cash 
development cost which exceeds the sum 
of any amount the applicant can provide 
from its own resources plus the amount 
of a loan w r hich the applicant will 
probably be able to repay, with Interest, 
from income from rentals within the 
financial reach of families of low income. 

(b) Advances of grant funds . The 
times for requesting Treasury checks 
representing LH grant funds and de¬ 
positing such checks in the applicant’s 
supervised bank account will be deter¬ 
mined in accordance with § 1822.220(d) 
of this Subpart A. Where other funds 
to help finance the labor housing are 
being supplied by the applicant from its 
own resources or from a loan, such other 
funds will be used before a grant check 
Is requested from the Treasury or de¬ 
posited in or disbursed from the super¬ 
vised bank account, as appropriate. 

(c) Development cost over $500,000. 
No docket for a grant which would result 
in the total amount of grant assistance 
to the applicant, plus any LH indebted¬ 
ness of the applicant, exceeding $500,000 
will be developed without the piior con¬ 
sent of the National Oflace. For the 
purpose of this paragraph, two organi¬ 
zations will be considered one, if a 
majority of the members or directors 
are the same persons. Any request for 
such consent must include the following 
information, which must be detailed, 
accurate, complete, and current. 

(1) Name and address of the appli¬ 
cant. 

(2) Applicant’s assets. 

(3) A listing of any debts owed. 

(4) Status of each debt. 

(5) Information on any interlocking 
memberships. 

(6) Applicant’s experience in operat¬ 
ing farm labor housing. 

(7) Proposed amount of applicant’s 
financial contribution to the project, in¬ 
cluding any loan the applicant may be 
able to obtain. 

(8) A realistic estimate of future need 
for the housing. 

(9) A general description of the hous¬ 
ing planned. 

(10) The evidence of need submitted 
by the applicant and the County Super¬ 
visor’s evaluation. 

(11) Any other factors having a bear¬ 
ing on the need and financial soundness 
of the proposed housing. 

(d) Prohibited use of grant funds. 
Grant funds may only be used for the 
purposes stated in § 1822.205 of this Sub¬ 
part E. Among the purposes for which 
grant funds will not be used are the 
following: 

(1) Housing or related facilities which 
are elaborate or extravagant in design 
or material. 

(2) Movable-type furnishings or equip¬ 
ment. 

(3) Refinancing debts of the appli¬ 
cant. 
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(4) Payment of any fees, charges, or 
commissions to any broker, negotiator, 
or other person for the referral of a 
prospective applicant or solicitation of 
the grant. 

(5) The payment of any fees, salary, 
commission, profit, or compensation to 
an applicant, or any officer, director, 
trustee, stockholder, member, or agent 
of the applicant, except as provided hi 
§ 1822.205(d) of this Subpart E. 

<e) Obligations incurred before grant 
closing. When the applicant files an ap¬ 
plication for a grant, the County Super¬ 
visor will advise the applicant that con¬ 
struction must not be started and that 
obligations for work, materials, or land 
purchase must not be incurred before the 
grant is closed, and that it is the policy of 
the FHA not to permit grant funds to be 
used to pay such obligations. If. never¬ 
theless, the applicant incurs debts for 
work, materials, or land purchase before 
the grant is closed, the State Director 
may authorize the use of grant funds to 
pay such debts, but only when he finds 
that all the following conditions exist: 

(1) The debts were incurred after the 
applicant filed a written application for 
a grant. 

(2) The applicant is unable to pay 
such debts from its own resources or 
with credit from other sources, and fail¬ 
ure to authorize the use of grant funds 
to pay such debts would Impair the ap¬ 
plicant’s financial position. 

(3) The debts were incurred for au¬ 
thorized grant purposes. 

(4) Contracts, materials, construction, 
and any land purchase meet FHA stand¬ 
ards and requirements, including the 
Davis-Bacon Act and related require¬ 
ments. 

(f) Resolution. (1) A resolution in 
form prescribed or approved by FHA will 
be adopted by the applicant’s board of 
directors and a certified copy included 
in the grant docket before the grant is 
approved. 

(2) The form of x*esolution to be 
adopted by the applicant will contain 
policy and procedure requirements which 
should be read and fully understood by 
the applicant’s board of directors and 
officers. It will include provisions au¬ 
thorizing the FHA to prescribe require¬ 
ments regarding the housing and re¬ 
lated operations of the applicant, and 
other provisions Including the following: 

(i) The rentals charged domestic farm 
labor will not exceed such amounts as are 
approved by the FHA after considering 
the income of the occupants and the nec¬ 
essary costs of operating and adequately 
maintaining the housing. 

<il) The housing will be maintained at 
all times in a safe and sanitary condition 
in accordance with standards prescribed 
by State and local law, or as required by 
FHA. 

(iii) In granting occupancy of the 
housing an absolute priority will be given 
at all times to domestic farm labor. 

(3) The form of resolution will also 
authorize the appropriate officers of the 
applicant to execute a “Labor Housing 
Grant Agreement,” in foim prescribed 
or approved by FHA. 


tg) Conditional obligation to repay 
grant. The obligations incurred by the 
applicant as a condition of the grant will 
continue for 50 years from the date of 
the grant, unless sooner terminated in 
accordance with provisions of the entire 
grant contract between the applicant 
and the Government. If default should 
occur under any grant obligation, the 
Government will have the right, at its 
option, to require repayment of the full 
amount of the grant plus interest at the 
rate of five percent per annum after the 
default. The conditional obligation to 
repay the grant will be secured by a 
mortgage on the housing or other secu¬ 
rity. such as would be taken to secure an 
LH loan. 

(h) Nondiscrimination in use and oc¬ 
cupancy. When the grant is used to fi¬ 
nance housing of more than two rental 
units the borrower will not discriminate, 
or permit discrimination by any agent, 
lessee, or other operator, in the use or 
occupancy of the housing or related fa¬ 
cilities because of race, color, creed, or 
national origin. 

(i) Complaints regarding discrimina¬ 
tion in use and occupancy of housing. 
Complaints of any occupant or applicant 
for occupancy or use of housing who be¬ 
lieves he has been discriminated against 
because of race, color, creed, or national 
origin will be handled in accordance with 
§ 1822.77 of this Part 1822. 

(j) Civil Rights Act of 1964. Any la¬ 
bor housing project in which LH grant 
funds are Involved will be subject to the 
provisions of Title VI of the Civil Rights 
Act of 1964 and all Executive Orders, reg¬ 
ulations, and instructions issued there¬ 
under. 

(k) Supervisory assistance. Super¬ 
vision will be provided to the extent nec¬ 
essary to achieve the objective of the 
grant and protect the interest of the Gov¬ 
ernment. 

§ 1822.208 Legal and oilier sierviee#, 

(a) Title clearance and legal services. 
For a grant to a public body, title clear¬ 
ance and legal services will be obtained 
in accordance with special instructions, 
observing the provisions of Part 1807 of 
this Chapter XVm insofar as feasibly 
applicable. For grants to other appli¬ 
cants, the provisions of Part 1807 of this 
Chapter XVHI regarding title clearance 
and legal services will apply, subject to 
§ 1822.221 (a) of this Subpart E. 

(b) Contract for legal services. The 
applicant will be required to have a writ¬ 
ten contract for legal services which are 
rendered in the period from the filing of 
the application to the closing of the 
grant, or which are rendered after grant 
closing and paid for with grant funds. 
All such contracts, including the amount 
of the fees to be paid, will be subject to 
review and approval by the FHA and 
therefore should be submitted to the FHA 
before execution by the applicant. Con¬ 
tracts will provide for the types of serv¬ 
ice to be performed, the amount of the 
fees to be paid, and payment of the fee 
in a lump sum on the completion of all 
services, or in installments as services 
are performed. The amount of the fees 


will be based on the nature and extent 
of the legal service needed to be furnished 
to the applicant in connection with the 
housing planning, development, and 
financing, and the rate of compensation 
for such services in the community. 

(c) Contract for architectural services. 
Architectural services will be required on 
each project, and the applicant will be 
required to have a written contract for 
such services. All such contracts, in¬ 
cluding the amount of the fees to be 
paid, will be subject to review and 
approval by the FHA, and therefore, 
should be submitted to the FHA before 
execution by the applicant. Contracts 
will provide for the type of services to 
be performed, such as (1) preliminary 
and final planning; (2) furnishing of 
sketches, drawings, specifications, and 
cost estimates; (3) assisting in preparing 
and soliciting construction bids; (4) 
analyzing bids; (5) preparing and 
awarding construction contracts: '6) 
preparing change orders; (7) exercising 
supervision during construction; (8* cer¬ 
tification of all payments for work per¬ 
formed; and (9) the amount of fees to 
be paid and payment of the fees in a 
lump sum upon completion of all services 
or in installments as services are per¬ 
formed. The amount of fees payable 
will be based on the nature and extent 
of the services needed by the applicant 
in connection with the planning and 
development of the housing. 

§ 1822-209 Construction and develop¬ 
ment policies. 

(a) Planning and construction. 
Housing will be planned in accordance 
with Part 1804 of this Chapter XVin and 
“Supplement No. 1, Farm Labor Hous¬ 
ing,” of the “Guide for the Construction 
of Farm Buildings.” Construction and 
development will be performed in ac¬ 
cordance with Part 1804 of this Chapter 
XVHI and any special instruction from 
the National Office. 

(b) Davis-Bacon Act. Construction 
financed with the assistance of an LH 
grant will be subject to Administration 
Letter 838 (440) regarding the Davis- 
Bacon Act and related requirements. 

(c) Compliance with local codes 
and regulations . Planning, construct¬ 
ing, zoning, and operating housing will 
conform with the applicable laws, ordi¬ 
nances. codes, and regulations govern¬ 
ing such matters as construction, heat¬ 
ing, plumbing, electrical installation, nre 
prevention, and health and sanitation 


§ 1822.210 Supervised bank account. 

LH grant funds and any funds fur¬ 
nished by the applicant, including an> 
FHA loan funds will be handled m ac¬ 
cordance with Part 1803 of this Chapter 
XVm. For a grant, Form FHA 403-1. 
‘Deposit Agreement,” will be altered 
Inserting “advance (s) or” after “in con¬ 
nection with such” In the fourth in 
of the first numbered paragraph, col¬ 
lateral for deposits of funds will d 
pledged in accordance with Administer - 
tion Letter 802 (402). Funds twrushea 
Py the applicant for the purchase oi spe 
3ial equipment and furnishings wni 
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will be used in connection with the hous¬ 
ing but are not eligible under § 1822.205 
of this Subpart E for financing with 
grant funds will be deposited in a special 
account separate from the supervised 
bank account containing grant funds. 
Withdrawal of funds from the super¬ 
vised bank account may be made only 
for the approved eligible purposes. 


§ 1822.211 Insurance. 

The State Director will determine the 
minimum amount and types of insur¬ 
ance the applicant will carry. 

(a) Fire and extended coverage will 
be required on all buildings essential to 
the successful operation of the housing 
development in accordance with Part 
1806 of this Chapter XVIII. 

(b) Suitable workman’s compensa¬ 
tion insurance will be carried by the 
applicant for all its employees. 

(c) The applicant will be advised of 
the possibility of incurring liability and 
encouraged, or may be required when 
appropriate, to obtain liability insurance. 


§ 1822.212 Bonding. 

The applicant will provide fidelity 
bond coverage for the official entrusted 
with the receipt and disbursement of its 
funds and the custody of any property. 
While the "Labor Housing Grant Agree¬ 
ment” remains in effect, the amount of 
the bond will be at least equal to the 
maximum amount of money that the 
applicant will have on hand at any one 
time exclusive of funds in a supervised 
bank account. If permitted by State 
law, the United States will be named as 
co-obligee in the bond. Form FHA 
440-24, "Position Fidelity Schedule 
Bond," may be used if permitted by 
State law. 

§ 1822.213 Optioning of land. 


If the project involves the purchase of 
n a i estate ' tlie a PPBcable provisions of 
Part 1821 of this Chapter XVIII regard¬ 
ing options will be followed. After the 
grant is approved, the County Supervisor 
will have Form FHA 443-9, "Form Let¬ 
ter Acceptance of Option," or other 
appropriate form of acceptance com¬ 
pleted, signed, and mailed to the seller. 


§ 1822.214 Processing applications. 

a PPBcation for a grant will be in 
uie form of a letter to the County Super- 
The letter will include a full 
pro ^f 1 . ent ' °1 the purpose for which the 
re< ? ues ted; the amount the ap- 
able to furnish; the estimated 
nr^ 1 ^ °* gran t needed; the pro- 

am; wl an f! er °* curing and repaying 
ny debts the applicant has or plans to 
previous experience in oper- 
addrpJf, housing; and the name and 
of ti aut lrorized representative 
will any * T l ie applicant 

the foiw? t !? e letter of application 

the nrpTi^P 8, which wi il be included in 
cation* 1 lnary docket with the appli¬ 
cant hLSJ???*• date d financial state- 
the an authorized official of 

and natu^ at i 0n showln g the amounts 
getherwitt assets and liabilities to- 
th information on the repay¬ 


ment schedule and status of each debt. 
The County Supervisor’s evaluation and 
verification, when appropriate, of the 
applicant’s financial statement will be 
attached to the County Office copy of the 
financial statement. 

(b) Evidence of inability to obtain 
credit from other sources. 

(c) Statement explaining why hous¬ 
ing cannot be provided without a grant. 

(d) Customary tenure arrangements 
and rental charges to laborers and con¬ 
tribution by growers. 

(e) Method of operation and manage¬ 
ment practices. 

(f) A proposed operating budget 
showing anticipated income and ex¬ 
penses for a typical year of operation. 

(g) Plot plan and preliminary plans 
and specifications for the proposed hous¬ 
ing and related facilities including: 

(1) Building layout. 

(2) Type of construction. 

(3) Number and type of rental units. 

(4) Estimate of cost, including basis 
for the estimate. 

(5) Evidence of compliance with State 
and local health regulations. 

(h) Preliminary survey of the area to 
determine evidence of need in accord¬ 
ance with § 1822.206(b) of this Subpart 
E and probable demand for labor 
housing. 

(i) Information on neighborhood and 
existing facilities, such as distance to 
shopping area, schools, neighborhood 
churches, available transportation, and 
to other essential services. 

(j) Information on topography, 
drainage, sanitation, and water supply. 
Any known problems related to these 
items should be mentioned. 

(k) A statement on the amount, pur¬ 
pose, and method of providing capital to 
cover preliminary expenses and initial 
operating expenses. 

(l) An accurate citation to the specific 
provisions of the State law under which 
the applicant is organized; a copy of the 
applicant’s existing or proposed charter 
or articles of incorporation, bylaws, and 
other basic organization documents; the 
names and addresses of the applicant’s 
principal members and its directors and 
officers; and if a member is another or¬ 
ganization, its name, address, and prin¬ 
cipal business. 

§ 1822.215 Preliminary docket. 

(a) County Supervisor’s review. The 
preliminary docket will be reviewed by 
the County Supervisor. If it appears 
that the applicant is probably eligible 
and a grant likely can be made, the pre¬ 
liminary docket, including the comments 
and recommendations of the County 
Supervisor and any additional material, 
will be forwarded to the State Director. 

(b) State office action. (1) The State 
Director will review the preliminary 
docket to determine whether the appli¬ 
cant and the proposed grant meet or can 
meet the requirements of State law and 
this Subpart E. 

(2) The State Director will make a 
study of the preliminary plans and spec¬ 
ifications for the proposed housing to 
determine compliance with Supplement 
No. 1 of the "Guide for the Construction 


of Farm Buildings" or compliance with 
applicable State codes for the construc¬ 
tion of buildings for labor housing. The 
State Director’s comments pointing out 
any deficiencies in the plans and sug¬ 
gestions for improvements will be at¬ 
tached to the plan for the applicant’s 
consideration when obtaining detailed 
plans and specifications and cost 
estimates. 

(3) If in any case before the grant 
docket has been completed, the State 
Director is unable to determine whether 
the proposed grant meets the require¬ 
ments of this Subpart E, he may submit 
the incomplete docket to the National 
Office for special review. Such submis¬ 
sions will include the State Director’s 
comments and recommendations and 
sufficient information concerning the 
applicant and the proposed grant to en¬ 
able the National Office to reach an in¬ 
formed conclusion. 

§ 1822.216 Determining rental*. 

(a) Information. (1) The applicant 
will provide the following information 
by making a survey of the area where 
the occupants of the housing will be em¬ 
ployed : 

(1) The probable earnings of the pro¬ 
spective domestic farm labor occupants 
of the housing. 

<ii) T'he income required to enable 
such prospective occupants to obtain 
other adequate housing. 

(iii) The expenditure budget required 
by the prospective occupants for an ade¬ 
quate level of living which provides for 
the essentials of food, clothing, health, 
education of children, and participation 
in community life. 

(iv) Customary rental practices and 
charges for other rental housing In the 
area that might be available to the pro¬ 
spective occupants. 

(2) The information furnished by the 
applicant will be reviewed and verified 
by the County Supervisor with the assist¬ 
ance of the County Committee. 

(3) The information will then be In¬ 
cluded in the loan docket. 

(4) Additional information may be 
required by the State Director to deter¬ 
mine and approve the maximum rent¬ 
al to be charged domestic farm labor 
occupants of the housing assisted with 
the LH grant. 

(b) Approval of rental charges. The 
State Director, after an analysis of the 
information, will establish and approve 
the maximum rentals to be charged 
domestic farm labor for occupancy of 
the housing. When making tills de¬ 
termination he will give due considera¬ 
tion to the income and earning capacity 
of the prospective occupants of the 
housing and the necessary cost of oper¬ 
ating and maintaining such housing. As 
a general guide, the weekly, monthly, or 
other rental charges usually should not 
exceed a rate which on an annual basis 
would equal 25 percent of the occupant 
families’ estimated annual income. 

(1) A memorandum stating the 
amount of the approved initial rental 
charges will be sent to the County Super¬ 
visor in an original and one copy. Both 
the original and copy will be retained 
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by the County Supervisor and included 
in the grant docket. After the grant Is 
approved, the County Supervisor will 
send the original and copy to the appli¬ 
cant. which will sign the original as re¬ 
ceived and noted, and return it to the 
County Supervisor. 

(2) Rental charges may be adjusted 
subsequently when justified by a substan¬ 
tial change in the occupant’s income, 
living costs, and other pertinent factors. 
The procedure will be similar to that 
provided in this § 1822.216 for establish¬ 
ing and approving rental charges 
initially. 

§ 1822.217 Determining amount of 
grant. 

(a) General. The State Director will 
determine the amount the applicant can 
obtain from other sources, including an 
LH loan, and the amount of the grant 
to be made, within the limits set forth 
in 5 1822.207(a) of this Subpart E. 

(b) Method of determining amount of 

grant . (1) The State Director will ex¬ 

amine the income of the project based 
on the approved rental charges and op¬ 
erating cost of the housing when in full 
operation to determine the soundness of 
the operation. In cases where there is 
any doubt as to the probable soundness 
due to unrealistic planning of income or 
operating expenses, or for other reasons, 
the housing project and its operation will 
be discussed with the applicant to deter¬ 
mine changes which can be made to cor¬ 
rect the deficiencies. 

(2) When a sound plan of operation 
has been agreed upon, the amount of 
funds which the State Director deter¬ 
mines can practicably be obtained from 
other sources, including an LH loan, will 
be determined on the basis of the amount 
of income available for loan repayments 
after allowing for reasonable and neces¬ 
sary maintenance costs, payments on 
other debts of the applicant, and the 
orderly accumulation of an adequate 
reserve. 

(3) If the income available is sufficient 
to repay a loan which, added to any funds 
available from the applicant’s own re¬ 
sources, equals an amount which is at 
least one-third of the total cash develop¬ 
ment cost, the applicant will be required 
to contribute the maximum such amount 
and a grant may be made for the 
difference. 

(4) The State Director will establish 
the amount of grant to be made and in¬ 
struct the County Supervisor to complete 
the development of the docket. A sum¬ 
mary of the State Director’s analysis and 
his basis for determining the amount of 
grant will be fully documented and be¬ 
come a part of the grant docket 
which will be subject to review by the 
National Office before approval. 

§ 1822.218 Completion of docket. 

If the State Director authorizes fur¬ 
ther processing, the grant docket will be 
completed in accordance with § 1822.72 
of this Part 1822. When an LH loan is 
being made concurrently with an LH 
grant, the dockets will be considered at 
the same time. In such a case, informa- 
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tlon required for both the loan and the 
grant will not be duplicated. 

(a) County Committee certifications. 
Before a grant is approved, the County 
Committee will make the necessary certi¬ 
fication on Form FHA 440-2, “County 
Committee Certification or Recom¬ 
mendation.” Before executing Form 
FHA 440-2, the County Committee will 
consider all pertinent information con¬ 
cerning the applicant and the proposed 
project, and will be given an opportunity 
to talk with the applicant or its repre¬ 
sentative if the Committee desires to do 
so. 

(b) Furnishing title evidence. If the 
applicant is already the owner of the 
land, it may furnish title evidence at 
any time after it is determined the grant 
is likely to be made. For property to 
be purchased, title clearance will not be 
requested until the grant is approved. 

§ 1822.219 Grant approval. 

(a) Delegation of authority. The 
State Director is authorized to approve 
or disapprove grants in accordance with 
this Subpart E with prior consent of the 
National Office. 

<b) Grant approval action. Para¬ 
graphs (b), not including subparagraph 
(5), and (c) of § 1822.73 of this Part 1822 
will apply to grants, with the w'ord 
“grant” substituted for the word “loan.” 

§ 1822.220 Actions subsequent to grant 
approval. 

(a) Increase or decrease in amount of 
grant. If it becomes necessary for the 
amoiuit of the grant to be increased or 
decreased prior to closing, the County 
Supervisor will request that all distrib¬ 
uted docket forms be returned to the 
County Office. The grant docket will be 
revised accordingly and reprocessed, ex¬ 
cept that if the amount of the grant is 
decreased, no LH loan is involved, and 
there is no substantial change in the 
planned improvements, a new' County 
Committee Certification need not be 
obtained. 

(b) Cancellation of grant. Grants 
may be canceled before closing. The 
County Supervisor will prepare Form 
FHA 440-10, “Request for Cancellation of 
Loan,” in an original and two copies, or 
three copies, if the grant check has been 
received in the County Office. The form 
will be altered by changing all references 
to “loan” to “grant.” Form FHA 440- 
10 will be sent to the State Director with 
the reasons for requesting cancellation. 
If the State Director approves the request 
for cancellation, he will fonvard the orig¬ 
inal request to the Finance Office. After 
making appropriate adjustments on the 
records, a copy of Form FHA 440-10 will 
be returned to the County Office. All 
interested parties, including the National 
Office, will be notified of the cancellation 
as provided In Part 1807 of this Chapter 

xvm. 

(c) When to request and deposit grant 
check. The policy of the Government is 
not to disburse grant funds from the 
Treasury until they are actually needed 
by the applicant. 

(1) The County Supervisor will send 
the Finance Office a request or requests 


for a grant check or checks so that each 
check will be received in the County Of¬ 
fice not more than 10 days before the 
estimated date the applicant will expend 
the grant funds represented by the 
check, except that: 

(1) All grant funds which the appli¬ 
cant will expend within a 30-day period 
will be included in one advance, and 

(ii) The total amount of any grant 
which does not exceed $20,000 will be 
disbursed in one advance. 

(2) If the County Supervisor, upon re¬ 
ceiving a grant check after the grant is 
closed, determines that more than 20 
days w'ill elapse before the earliest date 
any grant funds represented by the check 
w'ill be needed by the applicant, he will 
return the check to the United States 
Treasury, and specify a remailing date. 

(d) Handling the grant check. Sub¬ 
ject to paragraph (c) of this § 1822.220, 
the grant check will be handled in 
accordance with Part 1803 of this Chap¬ 
ter xvm. 

§ 1822.221 Grant closing. 

(a) Date of closing. As necessary to 
comply with § 1822.220(c) of this Sub- 
part E, a grant may be closed, by execut¬ 
ing the required instruments including 
the grant agreement and mortgage and 
filing the mortgage for record, before the 
grant check is ordered or received. A 
grant involving a mortgage is closed 
w'hen the mortgage is filed for record. 

(b) Applicable instructions. Subject 
to § 1822.220(c) of this Subpart E, LH 
grants will be closed in accordance with 
Part 1807 of this Chapter XVIII and any 
additional instructions necessary. The 
Office of the General Counsel may be 
requested to issue closing instructions in 
any case in which the State Director or 
National Office considers it advisable. 
The State Director, may permit the serv¬ 
ices of other legal counsel for the appli¬ 
cant to be utilized in addition to or in 
lieu of the services of a title insurance 
company or designated attorney. 

(c) Labor Housing Grant Agreement. 
A Labor Housing Grant Agreement pre¬ 
pared and authorized as provided m 
§ 1822.207 of this Subpart E, will be dated 
and executed by the applicant on tne 
date of grant closing on a form identica 

to that attached to the resolution. 7 n 
executed agreement will be filed w ith tn 
mortgage or other security instrument 
in the County Office. , 

(d) Mortgage. (1) For a grant made 

at the same time as an LH loan, 
mortgage securing the loan w'ill cont 
a provision making it also secure 
applicant’s obligations under the La 
Housing Grant Agreement. For a gw 
not made at the same time as 
loan, the form of mortgage will Dejpre 
scribed by the National Office or appmvea 
by it upon recommendation of the , 
Director with the advice of the Office 
the General Counsel. . 

(2) Any security instrument taken y 
the FHA under subparagraph n 
this paragraph may be taken il>o t^e 
condition, if it is expressed in i ™ 
security instrument or els f' v j ie ^ nol j ca iit 
grant contract between tkeaW? 
and the Government, that the G 
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merit may at any time give any consent, 
deferment, subordination, release, or 
satisfaction of the secured grant obliga¬ 
tions or the security therefor, with or 
without valuable consideration, upon 
such terms and conditions as the Gov¬ 
ernment in its sole discretion may deter¬ 
mine to be advisable to further the pur¬ 
poses of the grant or protect the Gov¬ 
ernment’s financial interest under the 
grant agreement and mortgage, and be 
consistent with both statutory purposes 
of the grant and the limitations of the 
statutory authority under which the 
grant is made. 

§ 1822.222 Subsequent LII grunts. 

A subsequent grant is a grant made to 
an applicant which has previously re¬ 
ceived an LH grant. Subsequent grants 
may be made in compliance with all the 
provisions of this Subpart E. 


PART 1823—SOIL AND WATER 
LOANS 


Subpart A—Loans to Individuals 

Sec. 

1823.1 General. 

1823.2 Qualifications. 

1823.3 Loan purposes. 

1823.4 Terms of loans. 

1823.5 Special requirements. 

1823.6 Security requirements. 

1823.7 Group service participation loans. 

1823.8 Compliance with special laws and 

regulations. 

1823.9 Loan processing and related func¬ 

tions. 

1823.10 Subsequent Soil and Water loans. 


Subpart B—Loans to Associations 


1823.21 General. 

1823.22 Definitions. 

1823.23 Eligibility. 

1823.24 Loan purposes. 

1823.25 Limitations. 

1823.26 Terms of loans. 

1823.27 Security. 

1823.28 Technical assistance. 

1823.29 Special requirements. 

1823.30 Loan approval authority. 

1823.31 Subsequent loans. 

}H 3 ' 32 Application for loan. 

33 Report on association application. 

1823.34 County Committee recommenda¬ 

tions. 

1823.35 Actions subsequent to Committee 

recommendation. 

1823.36 Loan processing in State Office. 

1823.37 Actions subsequent to approval and 

lfm™ t prior to loan closing. 

1823.38 Loan closing. 

.S! 2339 Actions subsequent to loan closing. 
«.40 Loans to governmental or quasl- 
governmental organizations. 

Subpart A—Loans to Individuals 


_ V’raosnr: The provisions of this Sub- 
oL l8SUed lmder secs - 304, 305, 307, 308, 
75 stat * 308, as amended, 309, as 
5?®% 314 * 318 - 8 *c. 343. 76 Stat. 632; 7 
19Q1. rL 9 ? 4, 1925> 1927 - 1028, 1929, 1988, 1989, 
840a £ rC L er8 ° f S* 0 ’ of a 8T., 19 FH. 74. 26 Fit. 
27 F.K. 9957. 28 F.R. 9676. 

§ 1823.1 General. 

subpart Prescribes the policies 
in? and authorizations for mak- 

surrJo -I and subsequent direct and in- 
304 Water loans under Section 

Cons olidated Fanners Home 
pS5 ra i ion Act of 1961 - Additional 
♦ ons for making special types of 


Soil and Water loans are contained in 
Subchapter D of this chapter. 

(a) Insured loan preference. When¬ 
ever possible, the credit needs of an ap¬ 
plicant will be met with an insured loan. 
If a local lender is not available, the loan 
may be made from the insurance fund 
provided funds are available, and the 
loan is not less than $3,000. 

(b) Veterans ’ preference. Preference 
will be given to veterans as defined in 
Part 1801 of this chapter. The applica¬ 
tions on hand from veterans will be given 
preference over applications of non¬ 
veterans on file at the same time. 

(c) Objectives. The basic objectives 
of Soil and Water loans are to encourage 
and facilitate the improvement, protec¬ 
tion, and proper use of farm land by 
providing adequate financing for soil 
conservation; water development, con¬ 
servation, and use; forestation; drain¬ 
age of farm land; the establishment and 
improvement of permanent pasture; and 
other related measures. The achieve¬ 
ment of these objectives should assist 
farmers in making needed land-use ad¬ 
justments. bringing about desirable use 
of acres diverted from the production of 
surplus crops, and in meeting the impact 
of adverse weather conditions on their 
farming operations. 

§ 1823.2 Qualifications. 

In order to be eligible for a Soil and 
Water loan the applicant must; 

(a) Be an individual farmer or farm 
owner, member of a partnership that 
owns and operates a farm, or a domestic 
corporation engaged in farming. Such 
an applicant must be without sufficient 
resources to obtain sufficient credit else¬ 
where to finance the proposed land and 
water development, use, and conserva¬ 
tion practices at reasonable rates and 
terms, taking into consideration prevail¬ 
ing private and cooperative rates and 
terms in the community in or near which 
he resides for loans for similar purposes 
and periods of time. If the applicant has 
an undivided interest in the land to be 
improved, the applicant and his co- 
owners, individually and jointly, must 
be unable to provide the necessary im¬ 
provements with their own resources or 
obtain the necessary credit elsewhere. 

(1) The term “farm” includes the total 
acreage of one or more tracts of land 
which is owned by the applicant and is 
operated as a single unit in the produc¬ 
tion of agricultural commodities includ¬ 
ing the production of fish under con¬ 
trolled conditions. 

(b) If the applicant is a corporation, 
the corporation and the principal stock¬ 
holders must be unable to provide the 
necessary improvements with its and 
their own resources or obtain the nec¬ 
essary credit elsewhere. 

(c) The applicant must, if a corpora¬ 
tion, be organized as a private domestic 
corporation under appropriate State 
laws. 

(d) Be a farm owner or tenant. 

(e) Plan to improve a farm with a 
Soil and Water loan which is of such 
size and productive capacity that it will 
produce agricultural commodities in suf¬ 
ficient quantities that the proceeds from 


their sale will be a substantial portion of 
the operator’s total cash income, and is 
recognized as a farm in the community 
rather than a rural residence. The in¬ 
come requirement will be satisfied even 
though the development financed with 
loan funds will reduce or temporarily 
eliminate the borrower’s usual income 
from the farm, if the farm improved 
with loan funds is not used for nonfarm 
or recreational purposes and continues 
to be considered a farm in the com¬ 
munity. 

(f) Have sufficient income to meet his 
operating expenses, necessary capital 
replacements, and payments on debts, 
including the proposed Soil and Water 
loan, and, if an individual or partner¬ 
ship, family living expenses. 

(g) Possess the character, industry, 
and ability to carry out the proposed 
operations and will honestly endeavor 
to carry out the undertakings and obli¬ 
gations required of him in connection 
with the Soil and Water loan. 

(h) Have training or farm experience 
necessary to give reasonable assurance 
of success in fanning whenever the 
soundness of the loan depends on the 
farming operation. 

(i) Possess legal capacity to incur the 
obligation of the loan. 

(j) If he is a tenant, have a satisfac¬ 
tory written lease for a sufficient period 
of time under terms that will enable him 
to obtain reasonable returns on the im¬ 
provements made with the Soil and 
Water loan. In addition, the lease or 
a separate agreement should provide for 
compensating the tenant for any un¬ 
exhausted value of the improvements 
upon termination of the lease. 

§ 1823.3 IxKin purposes. 

Soil and Water loans may be made for: 

(а) Paying the cash costs for materi¬ 
als, supplies, equipment, and services di¬ 
rectly related to land and water develop¬ 
ment, use, and conservation, such as: 

(1) Terraces, dikes, reservoirs, ponds, 
tanks, cisterns, wells, pipelines, pumping 
and irrigation equipment, ditches and 
canals for irrigation and drainage, wa¬ 
terways, and erosion control structures. 

(2) Drainage of land which is part of 
an operating farm unit. 

(3) Land clearing. 

(4) Sodding, subsoiling, land leveling, 
liming, and fencing. 

(5) Fertilizer and seed used in connec¬ 
tion with a soil conservation practice, or 
the establishment or improvement of per¬ 
manent pasture. 

(б) Forestation for sustained yield and 
tree planting for erosion control or shel¬ 
ter-belt purposes. 

(7) Gasoline, oil, and equipment ren¬ 
tal or hire. 

(8) Expenses incident to obtaining 
plans and making the loan, such as fees 
for legal, engineering, and other techni¬ 
cal services which are required to be paid 
by the borrower and which he cannot pay 
from other funds. Loan funds also may 
be used to pay the borrower’s share of 
Social Security taxes for labor hired by 
the borrower in connection with making 
any planned improvements. 
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(9) Purchase or repair of special pur¬ 
pose equipment such as terracing, land 
leveling, and ditching equipment, pro¬ 
vided such equipment is needed for, and 
will facilitate the completion or mainte¬ 
nance of, the planned improvement, and 
provided the cost of the equipment plus 
the other costs related to the Improve¬ 
ment will not be more than if performed 
by contract or other methods. 

(b) Acquiring a source of water to be 
used on land the applicant owns or is ac¬ 
quiring, including: 

(1) The purchase of water stock or 
membership in an incorporated water 
users association. 

(2) The acquisition of a water right 
through appropriation, agreement, per¬ 
mit, or decree. 

(3) The acquisiton of a water supply 
or right, and the land on which it is pres¬ 
ently being used, when the water supply 
or right cannot be purchased without the 
land, provided the value of the land 
without the water supply or right is only 
an incidental part of the total price, and 
provided the water supply and right will 
be transferred to, and used more effec¬ 
tively on, other land owned by the ap¬ 
plicant. 

(c) The purchase of land or an inter¬ 
est therein for sites or rights-of-way 
upon which a water or drainage facility 
will be located. 

(d) The purchase of stock or mem¬ 
bership in, or payment of assessments to, 
an incorporated association or organized 
group service which will help such asso¬ 
ciation or group service to finance facili¬ 
ties and improvements for which loan 
funds may be used. 

(e) To pay that part of the cost of 
facilities, improvements, and practices 
which is to be earned by participation in 
Agricultural Conservation or Great 
Plains programs only when such costs 
cannot be covered by purchase orders or 
assignments to material suppliers or con¬ 
tractors. If loan funds are advanced and 
the portion of the payment for wliich 
the funds were advanced likely will ex¬ 
ceed $500, the applicant will assign the 
payment to the Farmers Home Adminis¬ 
tration. 

§ 1823.4 Terms of loans. 

(a) Interest , annual charge, and re - 
purchase agreement. The interest rate 
to the borrower will be 5 percent per year 
on the unpaid principal balance of the 
loan. For insured loans, the rate of in¬ 
terest, the rate of annual charge, and 
the repurchase agreement will be as pro¬ 
vided in Part 1810 of this chapter. 

(b) Amortization period. Each loan 
will be scheduled for payment within the 
shortest period consistent with the abil¬ 
ity of the borrower to pay. In no case 
will the payment period exceed 40 years 
from the date of the note or extend be¬ 
yond the useful life of the security, and 
for a loan that is not secured by real es¬ 
tate mortgage, the repayment period will 
not exceed 20 years from the date of the 
note. 

(c) Refinancing of Soil and Water 
loan. If, at any time, it appears that 
the borrower may be able to obtain a 
loan from a cooperative or private credit 


source at reasonable rates and terms for 
loans for similar purposes and periods of 
time prevailing in the area, to refinance 
his loan, the borrower will, upon request, 
apply for and accept such refinancing. 

§ 1823.5 Special requirements* 

(a) Supervisory assistance. Super¬ 
vision will be provided borrowers to the 
extent necessary to achieve the objec¬ 
tives of the loan and to protect the in¬ 
terest of the Government in accordance 
with Part 1802 of this chapter. 

(b) Supplementary payment agree¬ 
ment. Form FHA 440-9, “Supplemen¬ 
tary Payment Agreement/' will be used 
for each applicant who regularly re¬ 
ceives substantial off-farm income. It 
also will be used for other applicants 
when needed to facilitate servicing the 
account. 

(c) Loan limitations. A soil and 
Water loan will not be approved if: 

(1) The borrower's unpaid principal 
indebtedness plus any past-due interest 
against his farm or other security, or 
both, plus the amount of the'loan will 
exceed $60,000. 

<2) The amount of the loan and the 
unpaid principal balance plus any past- 
due interest of other liens against the 
farm will exceed the normal value of the 
farm and when applicable, the normal 
value of any other security, as deter¬ 
mined by the loan approval official, or 
the loan exceeds the amount certified 
by the County Committee. 

(3) Only nonreal estate items will 
serve as security, and the borrower's un¬ 
paid principal indebtedness plus any 
past-due interest against the security 
plus the amount of the loan will exceed 
$25,000. 

(4) A lien junior to the Farmers Home 
Administration lien likely will be taken 
simultaneously with or immediately sub¬ 
sequent to the closing of the loan to 
secure any debt the borrower may have 
at the time of the loan closing or any 
indebtedness he may incur in connec¬ 
tion with the Soil and Water loan, such 
as money borrowed from others for pay¬ 
ments on debts against the farm, unless 
such a lien is within the $60,000 debt 
limit or the normal value of the security, 
whichever is less. 

(d> Land development. To the ex¬ 
tent practicable, recommendations of the 
Forest Service, State Agricultural Ex¬ 
tension Service, and the Soil Conserva¬ 
tion Service should be included in the 
development plan, as well as in the farm 
and home plans. In planning land de¬ 
velopment with the applicant, the County 
Supervisor will encourage him to use any 
cost-sharing assistance consistent with 
his plans that may be available to him 
through the Agricultural Conservation 
Program. 

(e) Planning and performing farm 
development. The development work 
will Le planned and completed in ac¬ 
cordance with Part 1804 of this chapter. 

(f) Soil and Water loans to Farm 
Ownership, Rural Housing, or Labor 
Housing borrowers. A Soil and Water 
loan may be made to a borrower in¬ 
debted for a Farm Ownership, Rural 
Housing, or Labor Housing loan in ac¬ 


cordance with this Subpart A. How¬ 
ever, the Soil and Water loan, when 
added to the unpaid principal balance 
plus any past-due interest of any Soil 
and Water, Farm Ownership. Rural 
Housing, or Labor Housing loan (whether 
or not secured by the farm) plus other 
debts against the farm or any other se¬ 
curity given for such loans or to be given 
for the Soil and Water loan, will not 
exceed $60,000, or normal value of the 
farm and other security for the loan, 
whichever is less. 

(g) Restrictions on loans. A Soil and 
Water loan will not be made: 

(1) For items that are not directly re¬ 
lated to land and water development, use, 
and conservation, such as plumbing, an¬ 
nual operating expenses, power plants or 
power transmission lines other than serv¬ 
ice drops or lines, or buildings other than 
those to protect pumping installations. 

(2) To pay debts incurred prior to the 
closing of the Soil and Water loan except 
fees for legal, engineering, and other 
technical services. The County Super¬ 
visor, not later than the time of planning 
farm improvements, will advise each ap¬ 
plicant that construction work must not 
be started and debts for such work or 
materials must not be incurred before 
the loan is closed. If, nevertheless, the 
applicant incurs debts for materials or 
construction before the loan is closed, the 
County Supervisor may authorize to 
writing the use of Soil and Water funds 
to pay such debts only when he finds 
that all of the following conditions exist: 

(i) The debts were incurred after the 
applicant filed a written application for 
a loan, except that in the case of a sub¬ 
sequent loan to complete improvements 
previously planned, the debts were in¬ 
curred after the initial loan was closed. 

(ii) The applicant Is unable to pay 
such debts from his own resources or to 
obtain credit from other sources and 
failure to authorize the use of Sou ana 
Water funds to pay such debts wouia 
impair the applicant’s financial position. 

(iff) The debts were incurred for au¬ 
thorized Soil and Water loan purposes. 

(iv) The construction or repair won. 
conforms to that shown on Form FUa 
424-1, “Development Plan.” 

(3) To an applicant whose debts hav 
been settled pursuant to Part 1864 on* 
chapter or who has been released f,. 
personal liability under Part 1872 of th 
chapter, as reflected by the County 
records, or where settlement unde the 
regulations is contemplated unle* 
applicant’s failure to P ay .. his f rfreuni- 
debtedness was the result ° f cl ndi . 
stances beyond his control; the 
tions which necessitated the debt srt 
ment or release, other then * 
hazards, disasters, or price 
have been or will be removed by 
of the loan; and the borrowers ope* $ 
tions will be sound and affo Joan 
reasonable prospect of wpaybj^ ge- 
and meeting his other oWige^o 
fore requesting an appraisal or * ^ 

the applicant to incur aw /county 
connection with the loan, th 
Supervisor, if he determines # 
applicant should be ji, 

lean, should complete Form FH* 
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"Farm and Home Plan.” and send it. to¬ 
gether with the application, any avail¬ 
able case folders, and his recommenda¬ 
tion, to the State Office for a determina¬ 
tion as to whether to proceed with 
development of the loan docket. 


§ 1823.6 Security requirements. 


(a) General. Each Soil and Water 
loan will be adequately secured to pro¬ 
tect the Government during the payment 
period of the loan, and as a general rule 
loans will be secured by a real estate 
mortgage on the farm to be improved if 
it is owned by the applicant. 

(1) Any loan of more than $25,000 and 
any loan to be paid in more than 20 
years from the date of the note will be 
secured by a mortgage on the appli¬ 
cant’s farm unless an exception is made 
in accordance with paragraph (b) (1) of 
this section. Usually loans of more than 
$25,000 will be secured only by real estate. 
When necessary to supplement the ap¬ 
plicant's equity in the farm or to facili¬ 
tate servicing the loan, a mortgage also 
may be taken on other nonfarm real 
estate or on chattel or other property 
owned by the applicant. 

(2) A loan of not more than $25,000 
to be paid in not more than 20 years 
from the date of the note may be secured 
by: 


(i) Real estate, real estate and chat¬ 
tels. or chattels only, or 

(ii) Other security that cannot be con¬ 
verted to cash without jeopardizing the 
borrower’s farming operations or means 
of livelihood. Examples of other security 
are: Cash value of life insurance poli¬ 
cies, cooperative memberships, income- 
producing leases, or water stocks which 
are transferable and have security value. 

(3) Whenever both real estate and 
chattel security are taker, for a Soil 
and Water loan and the payment pe¬ 
riod of the loan will exceed the maximum 
penod for which the chattel lien may be 
and under State law. the loan approval 
official will determine whether the real 
security will be adequate to se¬ 
rf 6 the scheduled unpaid balance of the 
oan when the chattel lien expires. 

(b) Re®* estate ' (1) When the loan 
be secured by real estate, a mort- 

aonLc I lf th ? 1 , e t ntlre farm owned by the 
vidM C w?^JfP 1 be obtaine d. except as pro- 
Dlir«np S3? ^paragraph. If the ap- 
«*»*• ?o any part of the farm 
2 ^ (either in the sense that it 

that tho 00 ^ l ! tIe marketable In fact or 
a mnrfrfo State law will not recognize 
such a 8 m e . upon i4 or wi " not permit 
cannot J” or4ga f e be recorded) and 
loan mo 6 cured at reasonable cost, the 
‘he vX» n 'f e , V h rtheless be made lf (i) 
larni to ® hLh h Mf? a ^ of the ft PP llcant ' 3 

the value* b » Cb l, tle 15 no ‘ defective and 
necessary and available ad- 

the toanamlwm 18 adequate 40 secure 
he made , <U) any bnprovements to 
on the nart < S? a fu nds will be located 
not defMttL° f 016 farm 40 which 4,41e ls 
loan limn. CXcept 4hat up 40 *2,500 ln 
meSts™ may be for improve- 
the annliptf-F^ 04 the farm owned by 
Any pK of \h° ^ hlch tltle ,s defective. 

Elective mivK farm 40 which 4i41e is 
may be omitted from the mort¬ 


gage if the loan approval official with 
the advice of the Office of the General 
Counsel determines that the applicant's 
Interest is of such a nature that it is 
not mortgageable or that to Include it 
would unduly complicate loan servicing 
or liquidation. 

(2) A junior mortgage may be taken 
as security for a loan, provided: 

(i) Any prior mortgage does not con¬ 
tain such future advance provisions, pay¬ 
ment schedules, provisions for summary 
forfeiture or cancellation, or other pro¬ 
visions as may jeopardize the Govern¬ 
ment’s security position or the borrow¬ 
er’s ability to pay the Soil and Water 
loan; or 

(ii) Such provisions of the prior mort¬ 
gagees) are satisfactorily limited, modi¬ 
fied, waived, or subordinated. 

(3) When a life estate is involved, a 
loan may be made to the life estate 
holder and the remainderman if all par¬ 
ties involved are eligible for a Soil and 
Water loan and join in executing the 
mortgage and note. However, when one 
or more of the remaindermen are minors 
or otherwise legally incompetent, the 
Administrator may authorize the mak¬ 
ing of a Soil and Water loan if the loan 
approval official determines such a loan 
to be otherwise sound and proper and 
the necessary security can be obtained. 
In any such case a narrative justification 
will be sent to the National Office prior 
to development of the loan docket. 

(4) A chattel lien need not be taken 
when real estate is taken as security and 
such security is adequate. 

(c) Chattel or other nonreal estate 
security . When authorized by para¬ 
graph (a) of this section, a mortgage 
may be taken on selected items of chattel 
or other nonreal estate security if such 
a mortgage will not interfere with the 
applicant’s obtaining needed operating 
credit. 

(1) Whenever a chattel mortgage is 
taken as security for a loan, it ordinarily 
will be a first lien. In an exceptional 
case, a mortgage subject to the mortgage 
held by another creditor or the Farmers 
Home Administration may be taken on 
chattel property provided the applicant 
clearly has sufficient equity in the chat¬ 
tels to provide the necessary security. 

(2) When the loan includes funds for 
items of equipment upon which a chat¬ 
tel lien is necessary to adequately secure 
the loan, a severance or subordina¬ 
tion agreement will be obtained when 
appropriate. 

(3) When only a chattel lien is taken 
as security for a Soil and Water loan, 
a first lien will be taken on major items 
of machinery or equipment purchased 
with loan funds. 

(4) In a State in which a chattel 
mortgage is not valid for as long as may 
be needed by applicants for the repay¬ 
ment of the loan, instructions for mak¬ 
ing loans secured by chattel mortgages 
will be Issued by the State Director. 

(d) Miscellaneous security items . 
Ordinarily, the applicant’s farm ls con¬ 
sidered to Include the land, buildings, 
fences, water, water stock, water facil¬ 
ities, and other improvements or appur¬ 
tenances which by custom pass with 


farms in the change of ownership. How¬ 
ever, in some instances certain improve¬ 
ment items or facilities which usually 
pass with the farm in a change of own¬ 
ership are considered personal property 
and would not be conveyed to the pur¬ 
chaser. In other instances, items not 
generally considered to be a part of the 
real estate pass with the farm in a change 
of ownership. When a lien ls to be taken 
on the farm, the County Supervisor, with 
the advice of the designated attorney, 
title insurance company, or the Office 
of the General Counsel, will ascertain 
that such Items are free from any liens 
or encumbrances and are specifically in¬ 
cluded in the real estate or chattel 
mortgage. 

(1) When a loan Is made only for the 
purchase of shares of water stock, such 
stock will be pledged or assigned as se¬ 
curity for the loan. No other security 
need be required lf the stock represents 
the right to receive water for irrigation 
purposes if the water right is transfer¬ 
able separately from the land and the 
stock, can be resold readily by the 
pledgee or assignee, or if the purchase 
price is no greater than the price at 
which the stock in the particular com¬ 
pany is normally sold. 

(2) A lien will be taken also on the 
rights-of-way and easements owned or 
acquired by the borrower for use in con¬ 
nection with the proposed improvement 
or facility if it is necessary to do so in 
order to protect adequately the Govern¬ 
ment’s financial or security interests. 
For example, if a mortgage is taken on a 
farm, the mortgage should Include any 
rights-of-way appurtenant thereto or to 
be used in connection therewith. Like¬ 
wise, if a mortgage is taken on a pipeline 
located on the right-of-way, a mortgage 
also should be taken on the right-of-way. 
Applicants will obtain partial releases or 
consents to easements and rights-of- 
way across privately-owned tracts of 
land from any holder of outstanding 
liens disclosed by title evidence. 

(3) When a Soil and Water loan ls to 
be secured by jointly-owned property, 
all of the co-owners will be required to 
join in executing the real estate mort¬ 
gage with the following exceptions: 
When one or more of the co-owners is 
not legally competent or cannot be lo¬ 
cated or the ownership rights are divided 
among such a large number of co-owners 
that it Is not practicable to obtain the 
signature of all co-owners, execution of 
the mortgage by one or more of the 
owners may be waived if the nonmort- 
gaged interest is not more than 50 per¬ 
cent, upon the prior approval of the Na¬ 
tional Office. Co-owners will be required 
to sign the note when necessary to a 
sound loan or to obtain the required 
security. 

(4) When a loan ls made to a corpo¬ 
ration, the Soil and Water note and 
mortgage will be executed by the ap¬ 
propriate officials in behalf of the cor¬ 
poration. and, in order to evidence their 
personal obligation for the debt, a note 
will be executed by each person holding 
as much as 10 percent of the stock ln 
the corporation. 
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§ 1823.7 Croup service participation 
loans. 

When the construction, repair, or use 
of a facility best can be accomplished 
through joint ownership by several In¬ 
dividuals, a loan may be made to indi¬ 
vidual applicants to participate in the 
joint ownership of the facility. Such a 
jointly-owned facility will be referred to 
as “group service/' and will be limited 
to not more than ten individuals, when it 
is not practical for them to incorporate, 
unless the prior approval of the Ad¬ 
ministrator is obtained to process appli¬ 
cations to participate in a large group 
service. An operating agreement will be 
prepared which will outline the decisions 
of the group regarding the conditions of 
ownership and use of the facility, the 
rights and responsibilities of the users, 
and any other details needed to guide 
the management and operation of the 
group service. A simple written agree¬ 
ment usually will be sufficient; however, 
if the group service involves a complex 
operation an operating agreement ap¬ 
proved by the Farmers Home Adminis¬ 
tration may be used. Group service loans 
will be subject to the same general poli¬ 
cies as other loans to Individuals, except 
that: 

(a) If a lien is taken on any group 
service borrower’s real estate, to which 
the jointly-owned facility is an essen¬ 
tial part of his farm, whether or not 
located on the farm, the lien taken will 
cover such borrower's undivided interest 
In the facility. 

(b) Borrowers who obtain loans to 
participate in a group service which in¬ 
volves acquisition of chattel property 
will secure their respective loans in ac¬ 
cordance with the policies applicable to 
securing Soil and Water loans to individ¬ 
uals. If an individual loan cannot be 
adequately secured without taking a 
mortgage on the property to be pur¬ 
chased, a first mortgage executed by all 
participants in the group service may be 
taken on the purchased property as ad¬ 
ditional security. 

§ 1823.8 Compliance with special Ians 
and regulations. 

Applicants for Soil and Water loans 
will be required to comply with State and 
local laws and regulations governing di¬ 
verting, appropriating, and using water, 
installing facilities for draining land, and 
making changes in the use of land af¬ 
fected by zoning regulations in a manner 
similar to that outlined in § 1821.11 (m) 
of this chapter. 

§ 1823.9 Loans processing and related 
functions. 

(a) Area determinations. Area de¬ 
terminations will be made as outlined in 
§ 1821.1 l(m) of this chapter. 

(b) Technical and legal services . 
Technical and legal services will be ob¬ 
tained in accordance with the applicable 
portions of § 1821.13 of this chapter. 

(c) Deferred payments. Payments on 
direct Soil and Water loans may be de¬ 
ferred in accordance with § 1821.16 of 
this chapter. 

(d) Junior mortgage loan. When the 
loan will be secured by a junior mortgage, 


the items required by § 1821.17 of this 
chapter will be obtained. 

(e) Certification by County Commit¬ 
tee. The County Committee will make 
the necessary certifications on Form 
FHA 440-2, “County Committee Certifi¬ 
cation," in rxcordance with l 1821.18 of 
this chapter. 

(f) Loan approval authority. State 
and County Office employees are author¬ 
ized to approve Soil and Water loans on 
the same basis as authorized for Farm 
Ownership loans in § 1821.19 of this 
chapter. 

(g) Preparation of loan docket and 
closing of loan. Soil and Water loan 
dockets will be handled and loans will 
be closed in accordance with applicable 
provisions of §§ 1821.19 to 1821.22 of this 
chapter. 

(h) Reamortization of existing Farm¬ 
ers Home Administration debts. In 
connection with making a Soil and Water 
loan to a borrower who is currently in¬ 
debted for a Farm Ownership, Rural 
Housing, or Soil and Water loan, re¬ 
amortization will be in accordance with 
the provisions of § 1821.24 of this 
chapter. 

§ 1823.10 Subsequent Soil and Water 

loans. 

A subsequent Soil and Water loan may 
be made to a borrower who currently 
owes a Soil and Water (including Water 
Facilities) debt for the same purposes 
and under the same conditions as an 
initial loan subject to the applicable pro¬ 
visions of § 1821.23 of this chapter; ex¬ 
cept that the borrower’s total unpaid 
indebtedness of Soil and Water (includ¬ 
ing water facilities) loans computed in 
accordance with § 1823.5(c) will not ex¬ 
ceed $25,000 unless the loan is secured by 
real estate. 

Authority: The provisions of this Sub¬ 
part B Issued under secs. 306, 307, 308, 309, 
333, 339, 75 Stat. 308, as amended, 309. as 
amended, 314, 318, sec. 343, 76 Stat. 632; 7 
U.S.C. 1926, 1927, 1928. 1929, 1983, 1989, 1991. 
Orders of Sec. of Agr., 19 P.R. 74, 26 FJEfc. 
8403, 27 F.R. 9957. 28 FJR. 9676, except as 
otherwise noted. 

§ 1823.21 General. 

This subpart outlines the policies, pro¬ 
cedures. and authorizations for making 
insured and direct Soil and Water loans 
to associations. Additional provisions 
for special types of loans to associations 
including loans involving shifts in land 
use are contained in Subchapter D of 
this chapter. 

(a) Objectives . The basic objectives 
of Soil and Water loans to associations 
as defined herein are: 

(1) To encourage and promote the 
development, conservation, and best use 
of water and land resources in rural 
areas. 

(2) To provide needed facilities and 
services through associations for the 
largest number of people in a given area 
within prevailing physical and economic 
limitations and provisions of this sub¬ 
part. To achieve this objective, an as¬ 
sociation applicant should propose to 
extend its facilities to obtain the greatest 
possible coverage of people needing 
service. 


(b) Insured loan preference. When¬ 
ever possible, the credit needs of an ap¬ 
plicant will be met with an insured loan. 
An insured loan may be made from funds 
supplied by more than one lender. If a 
local lender is not available, the loan may 
be made from the insurance fund pro¬ 
vided funds are available, the loan is not 
less than $3,000, and consent of the 
National Office is obtained prior to ten¬ 
tative loan approval. 

(c) Compliance with special laws and 
regulations. (1) Association applicants 
for Soil and Water loans will be required 
to comply with State and local laws per¬ 
taining to: 

(1) Organization of the association 
and its authority to install, operate, and 
maintain the facilities proposed to be 
constructed with loan funds. 

(ii) The borrowing of money, giving 
security therefor, and raising revenues 
for the payment thereof. 

(iii) Appropriation, diversion, storage 
and use of water, and disposal of excess 
water. All of the rights of any land- 
owner, appropriator, or user of water 
from any source shall be fully honored in 
all respects as they may be affected by 
facilities to be installed with Soil and 
Water loans. If. under the provisions of 
State law, notice of the proposed diver¬ 
sion or storage of water may be filed in 
the office of an appropriate State official, 
such notice must be filed by the applicant 
unless otherwise directed by the Admin¬ 
istrator. An applicant must furnish 
evidence to provide reasonable assurance 
that its water rights will be or have been 
properly established, will not interfere 
with prior vested rights, will likely not 
be contested or enjoined by other water 
users or riparian owners, and will be 
within the provisions of any applicable 
interstate compact. 

(iv) Land use zoning. 

(v) Permission to construct facilities 
and the approval of construction plans 
and specifications by appropriate State 
officials. 

(vi) Health and sanitation standards. 

(vii) Public service commission rules 
and regulations, where applicable. 

(2) Instructions will be issued by the 
State Director to County Supervisors as 
to the specific actions to be taken to 
comply with State laws on the above 
subjects. 


§ 1823.22 Definitions. 

(a) Association. The term “associa¬ 
tion" includes mutual and other irriga¬ 
tion and water supply companies or as¬ 
sociations, ditch companies, and 
associations and similar organizations 
generally designated as private corpora- 
tions operating on a non-profit basis, 
municipalities, and political subdivisions, 
public authorities, districts for irr1 ®®. - 
tion, drainage, flood and water contro * 
and fire and soil conservation distr_ 
and similar organizations £® nel \ , ir , 
designated as public or ^ 

agencies having power and aiitnoniy 
make available services and facilitue 
the types authorized in this subpaj^* 

(1)A private corporation eventhoug 
organized under the general profit 
poration laws may come within 
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definition if it actually will be operated 
on a non-profit basis under such char¬ 
ter, bylaw, mortgage, or supplementary 
agreement provisions as may be required 
as a condition of loan approval. 

(2) An association may receive a loan 
for more than one of the major purposes 
listed in this subpart when it is organized 
with the necessary powers conferred by 
State law to engage in multiple purpose 
activities. 

(3) Associations which do not come 
within the above definition include co¬ 
operative or other service-type orga¬ 
nizations engaged primarily in selling 
supplies, processing, or marketing ag¬ 
ricultural and forest products. 

(b) Direct loan. A “direct loan*’ 
means a loan made from funds in the 
Farmers Home Administration direct 
loan account. 

(c) Insured loan. The term “insured 
loan” means either: 

(1) A loan made from funds furnished 
by a lender and insured by the Govern¬ 
ment at the time of closing, or 

12) A loan made from the Agricultural 
Credit Insurance Fund, also referred to 
as insurance fund, to be sold to a lender 
and insured at the time of sale. 


§ 1823.23 Eligibility. 


To be eligible for a Soil and Water 
loan, an association must: 

(a) Propose the application or estab¬ 
lishment of soil conservation practices, 
or the installation or Improvement ot 
facilities for drainage, or the conserva¬ 
tion, development, use. or control of 
water, primarily for serving farmers (in¬ 
cluding persons engaged in the produc¬ 
tion of fish under controlled conditions), 
ranchers, farm tenants, farm laborers, or 
rural residents. 

(1) For the purpose of determining 
whether a proposal is to serve primarily 
fanners, ranchers, farm tenants, farm 
laborers, or rural residents, the term 
“rural residents” shall include any per¬ 
sons whose permanent place of abode is 
in open country or in any place of 2,500 
persons or less which is not a part of an 
ttfban area. It shall not include anyone 
who: 


<i) Lives in a closely-settled area 
♦where the principal land use and oc¬ 
cupancy is residential or commercial) 
surrounding, adjacent to, or growing out 

wn ’ viUa se, or place of more than 
2 500 people. 

in an established community 
or subdivision development near to, or 
-dy to become closely associated with, 
an urban area. 

L *ves in a subdivision of substan¬ 
tial^ which ^ being developed in a 
unless a large proportion of 
u ™ resic ! ents wi ^ obtain most of their 
from employment in the sur¬ 
rounding rural area. 

ballr Hy? 8 1x1 a place on a seasonal 
™ s is Particularly applicable to 
t areas * In such areas, where the 
Population plus the per- 
o .M [^dents exceed 2,500, the place 
conside red to be a rural area, 
dent it.i hen determining whether a resi- 
or a 1*® considered near to, 

part of, a place of less than 2,500 


people, minor open spaces due to physical 
barriers, commercial or industrial de¬ 
velopments. parks, areas reserved for 
convenience or appearance, or narrow 
strips of cultivated land will be dis¬ 
regarded. 

(3) For the purposes of this Subpart 
B, farmers, ranchers, farm tenants, farm 
laborers, and rural residents shall be 
considered to be the “primary users" of 
a proposed facility or service; all other 
users will be considered to be the “sec¬ 
ondary users." In cases involving the 
provision of substantial amounts of 
service to industrial plants, commercial 
establishments, or other secondary users, 
two cost estimates will be prepared. 
One of these estimates will be made for 
the cost of complete facilities to serve 
only the primary users in the project 
area, the other estimate will be for the 
complete cost of facilities necessary to 
serve not only the primary users, but 
also any proposed secondary users. The 
project will be considered as serving pri¬ 
marily farmers, ranchers, farm tenants, 
farm laborers, and rural residents if the 
difference between these two estimates 
is less than the estimated cost of a sys¬ 
tem to serve primary users only, 
provided: 

(i) That the secondary users can rea¬ 
sonably be expected to pay the rates 
proposed for such use. 

<ii) That the income from the sec¬ 
ondary users will be at least adequate to 
repay all costs of construction, main¬ 
tenance, and operation which result from 
the provision of service to such users. 

(iii) That there is reasonable assur¬ 
ance that the secondary users will be 
operating and using water for at least 
the term of the loan. 

(b) Be without sufficient funds to 
carry out the purposes for which the 
loan is requested and be unable to obtain 
such funds by levying taxes, assessments, 
or charges, or by obtaining credit from 
private, cooperative, and public agencies 
including Community Facilities Admin¬ 
istration on reasonable rates and terms, 
taking into consideration prevailing rates 
and terms in the community in or near 
which the applicant is located for loans 
for similar purposes and periods of time. 
Non-profit corporations will not be 
formed to serve an area which could be 
served by an existing municipality which 
has adequate authority to provide the 
needed service, unless prior approval of 
the Administrator is first obtained. 

(c) Have the legal capacity necessary 
for constructing, operating, and main¬ 
taining the proposed facility or service 
and for obtaining, giving security for, 
and repaying the Soil and Water loan. 

(d) Be financially sound and so or¬ 
ganized and managed that it will be able 
to provide efficient service. 

(e) Serve not less than ten members 
or customers unless the State Director 
determines that the group cannot be 
feasibly organized, financed, operated, 
and serviced as a group service as pro¬ 
vided in Subpart A of this part. 

§ 1823.21 Loan purpose. 

Soil and Water loans may be made to 
associations to: 


(a) Install or improve open or closed 
drainage facilities in farm areas other¬ 
wise too wet for sustained agricultural 
production. Facilities will not be in¬ 
stalled primarily to bring into production 
land which has not been previously in 
agricultural production. Land in agri¬ 
cultural production shall be construed 
to mean all land which is or has been 
used for any farm crop including pas¬ 
ture. It does not include woodland, 
brush, swampland, or marshland unless 
such land was formerly in agricultural 
production and has since reverted to a 
condition of non-use or lesser use. 

(b) Install, repair, or enlarge irriga¬ 
tion facilities including storage reser¬ 
voirs, diversion dams, wells, pumping 
plants, canals, canal lining, pipelines, 
and sprinklers. 

(c) Install or improve rural water 
supply facilities including storage reser¬ 
voirs, wells, pumping plants, pipelines, 
and water treatment plants to provide 
water for household, livestock, garden 
irrigation, and orchard and crop spray¬ 
ing purposes. 

(d) Install or improve soil conserva¬ 
tion and water control facilities such as 
dikes, terraces, detention reservoirs, 
stream channels, ditches, and other 
special land treatment and stabilization 
measures or structures needed to protect 
farms and rural residences from water 
damage, provided such facilities cannot 
be had under, or will not conflict with, 
other public programs like those admin¬ 
istered by the Soil Conservation Service 
and the Corps of Engineers. 

(e) Purchase of existing facilities for 
drainage, irrigation, rural water supply, 
or soil conservation and water control 
when the owner is either unwilling or 
unable to make improvements, enlarge¬ 
ments, or extensions needed to provide 
significant additional or Improved serv¬ 
ice for present users or for a new group 
of users at reasonable rates. If the sys¬ 
tem to be purchased is being operated 
under some type of permit or franchise 
issued by a public corporation or agency, 
the permit or franchise will be ter¬ 
minated or acquired at the time of 
purchase. 

(f) Purchase or rent of special pur¬ 
pose equipment to install or maintain 
any community facility in the above 
categories or to establish on farms soil 
and water conservation measures such as 
terraces, ponds, land leveling for Irriga¬ 
tion or drainage, subsoiling, seeding, tree 
planting, and removal of brush, scat¬ 
tered trees, and stumps, provided: 

(1) Such equipment is not otherwise 
available when and as needed. 

(2) There is sufficient need and local 
demand to justify ownership or rental. 

(3) Hates to be charged include, 
among other things, an allowance for 
depreciation, obsolescence, and replace¬ 
ment based upon the recommendation 
of the equipment manufacturer or the 
experience of contractors engaged in 
providing services for similar types of 
work. 

(g) Store water for rural fire fighting, 
install file hydrants, and provide addi¬ 
tional capacity and water storage for fire 
protection in connection with rural water 
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supply facilities when water users have 
the repayment ability to meet the costs 
of such improvements and are willing 
to do so. 

(h) Forestry purposes. Purchase or 
rent of basic special-purpose equipment, 
facilities, certain land or land rights, 
and supplies needed for furnishing serv¬ 
ices for the establishment, improvement, 
protection, and harvesting of timber (not 
processing) suitable for lumber, pulp, 
poles or posts; provided that the forest 
program and forest practices benefiting 
from such service are in accordance with 
accepted forestry management and are 
directly related to and will promote ap¬ 
proved conservation practices for the 
development, use, and control of water 
resources on farms and in forests. Spe¬ 
cial-purpose equipment will include such 
items as tractors, dozers, plows, planters, 
trucks, loaders, fire-fighting equipment, 
and sprayers. Facilities will include 
such items as ponds and reservoirs, 
buildings for storage of equipment and 
supplies, nurseries, access roads, fire 
lanes, and lookout towers. Supplies will 
include such things as seed, seedlings, 
fertilizers, fencing, and pesticides. Land 
or land-rights acquisition will be limited 
to that necessary for sites for facilities 
listed above which are directly related to 
the forestry program. Loans for these 
purposes may be made only when the 
equipment, supplies, and facilities to be 
provided: 

(1) Are not readily available when 
and as needed. 

(2) Will be justified by the local need 
and demand. 

(3) Will be made available to users at 
rates which will cover loan amortiza¬ 
tion, obsolescence, replacement, opera¬ 
tion, and in the case of supplies, at least 
their cost. 

(4) Will be made available more ef¬ 
fectively and at less cost through group 
effort. 

(i) Pay costs incidental to facilities or 
services accomplishing any of the above 
purposes including, but not limited to: 

(1) Fees or other legal expenses of 
establishing a water right through ap¬ 
propriation. agreement, permit, or court 
decree. 

(2) The acquisition of a water supply 
by the purchase of water stock or mem¬ 
bership in an incorporated water users 
association. 

(3) The purchase of a water supply 
or water right. The land on which the 
water supply or right is presently being 
used may be purchased when: 

(i) The water supply or right cannot 
be purchased without the land. 

(ii) The value of the land is only an 
incidental part of the total purchase 
price. 

(iii) Permission can be obtained from 
State officials or the courts for the trans¬ 
fer of the water right from the land. 

(4) The acquisition of land and in¬ 
terest in land as sites or rights-of-way 
upon which facilities and structures will 
be located. Land in excess of that 
needed for sites may be acquired when a 
tract of land may be so bisected or re¬ 
duced in size by the needed acquisition 


that the owner would be unwilling to 
sell less than the whole tract. When 
such excess land will be acquired the 
association must: 

(i) Present a legal opinion on its au¬ 
thority to acquire and administer such 
land with its other properties, 

(ii) Justify the acquisition, and 

(iii) Arrange to sell the land as soon 
as practicable and apply the sale pro¬ 
ceeds on the loan. 

(5) The relocation of roads, bridges, 
utilities, fences, and other improvements 
when necessary to acquire rights-of-way. 

(6) Hired labor, technical or profes¬ 
sional services, and fees to be incurred 
in obtaining the loan, and in planning 
and completing the facilities or services 
to be financed with loan funds. 

(7) The refinancing of debts incurred 
by or on behalf of an association prior to 
an application for a loan when all of the 
following conditions exist: 

(i) The debts were incurred for the 
facility or service to be installed or im¬ 
proved with the Soil and Water loan. 

(ii) Arrangements cannot be made 
with the creditors to extend or modify 
the terms of the debt so that a sound 
basis will exist for making a Soil and 
Water loan. 

(iii) The prior approval of the Admin¬ 
istrator will be obtained when it is pro¬ 
posed that the amount to be advanced 
for refinancing will exceed 50 percent of 
the total loan. 

(8) The interest that will accrue on 
the loan from the estimated date of loan 
closing to the statutory date for interest 
payments or to the first anniversary of 
the loan, when revenues or tax receipts 
will not be sufficient or collectible in time 
to pay such accrued interest. 

(9) Buildings and fences essential for 
protection of such structures as reser¬ 
voirs, pumping plants, storage of equip¬ 
ment, tools, and supplies for adminis¬ 
tration of facilities to be installed with 
loan funds. 

(10) Secondary facilities such as gas 
or electric service lines to convey fuel or 
energy for, or utilities for the control of, 
primary facilities. 

§ 1823.25 I .imitation". 

(a) Loan limits . No Soil and Water 
loan may be made or insured which will 
cause any association’s total unpaid 
principal indebtedness for Soil and 
Water loans (including prior Water 
Facilities loans) to exceed $500,000 in 
the case of direct loans and $1,000,000 
in the case of insured loans. 

(b) Use of loan funds. Loan funds 
may not be used to: 

(1) Pay any annually recurring costs 
that are generally considered to be op¬ 
eration and maintenance expenses. 

(2) Install sanitary sewerage systems 
and storm sewers. 

(3) Construct or repair electric gen¬ 
erating plants, electric transmission 
lines, or gas distribution lines to provide 
services for sale. 

(4) Purchase fire trucks, hoses, and 
other fire-fighting equipment or con¬ 
struct housing for such equipment, ex¬ 
cept as provided in § 1823.24 (g) and (h). 


(5) Pay rental for the use of equip¬ 
ment or machinery owned by the asso¬ 
ciation. 

(6) Pay that part of the cost of fa¬ 
cilities, improvements, and practices 
which will be earned by association mem¬ 
bers by participating in the Agricultural 
Conservation Program and which can 
be covered by purchase orders or as¬ 
signments to material suppliers, contrac¬ 
tors, and so forth. Soil and Water loan 
funds may be advanced to cover all or 
part of the cost of work for which the 
Agricultural Conservation Program pay¬ 
ments will be made only when it is not 
possible to use purchase orders or such 
assignments. In such instances, mem¬ 
bers of the borrower association will be 
required to assign to the association all 
or those portions of the Agricultural 
Conservation Program payments they 
will earn for practices for which Soil 
and Water loan funds are advanced. As 
a condition of loan approval, the bor¬ 
rower association will be required to 
pledge the proceeds of such assignments 
for payment on the loan when they are 
received. The amount to be received from 
such assignments and the date they will 
be received will be determined before 
loan closing. The loan repayment sched¬ 
ule will then be made to provide for 
the lump sum payment of the entire 
amount received from Agricultural Con¬ 
servation Program payments on or be¬ 
fore the next due date after their re¬ 
ceipt and the scheduling of subsequent 
annual payments for orderly retire¬ 
ment of the remaining principal amount 
of the loan plus interest. 

(c) Obligations incurred before loan 
closing . When an applicant files an ap¬ 
plication for a loan, the County Super¬ 
visor will advise the applicant that con¬ 
struction work must not be started and 
obligations for such work or materials 
must not be incurred before the loan 
shall have been closed. If the applicant 
nevertheless wishes to proceed before 
loan closing because of emergency con¬ 
ditions. it may request permission from 
the State Director to pay such obliga¬ 
tions if a loan is made. 

(1) Upon receipt of such a request the 
State Director will determine whether: 

(i) A necessity exists for incurring 


obligations before loan closing. 

(iii) Contracts and construction plans 

meet Farmers Home Administration 
standards. , 

(iv) The association has the legal au¬ 

thority to incur the obligations at tne 
time proposed. . „ .. A 

(2) If the State Director finds all the 
above conditions are met, he may g»» 
the applicant written permission for tne 
payment of such obligations trora jQW 
funds if a loan is closed, on condition 
that the Government is not commutcu 
to make a loan and assumes no respo - 
sibility for any obligation incurred w 
the applicant because of the permis* 
granted, and that the applicant m 
subsequently meet all Farmers H 

raniHrompnts for S *0»“- 


1823.26 Terms of Ioann. 

(a) Repayment period. 

>aid within the shortest period 
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sistent with the ability of the borrower 
to pay. No repayment period may ex¬ 
ceed 40 years from the date of the note 
or bond. In addition, no repayment pe¬ 
riod will exceed any statutory limita¬ 
tion on an association’s borrowing au¬ 
thority nor the useful life of the facility 
to be financed. The repayment period 
on loans to Soil Conservation Districts 
for the purchase of tractors, trucks, and 
other equipment may not exceed 7 years 
except that the Administrator may au¬ 
thorize a loan to be scheduled for re¬ 
payment up to 10 years where special 
justification exists. Installments will 
be scheduled annually on January 1, 
starting with the first January 1 follow¬ 
ing the date of loan closing or the end 
of any approved deferment period un¬ 
less an annual due date other than Jan¬ 
uary 1 will be better suited to the bor¬ 
rower’s needs, statutory requirements, or 
coordination of payments with receipt 
of revenue or taxes. There must be evi¬ 
dence that income will be sufficient and 
available to meet scheduled payments. 

(b) Deferred or partial payments. 
Deferred or partial payments of principal 
or interest may be scheduled for a pe¬ 
riod not to exceed the second January 1 
after the estimated date when the facili¬ 
ties will be completed and in operation. 
If for any reason it appears necessary to 
permit a longer period of deferment, the 
State Director may authorize such de¬ 
ferment with the prior approval of the 
Administrator. 

(1) Deferments or partial payments of 
principal or interest will not be used to: 

(i) Postpone the levying of taxes or 

assessments. 

<ii) Delay the collection of the full 
rates which the association has agreed 
to charge users for its services as soon as 
major benefits or the improvements are 
available to those users. 

(iii) Create reserves for normal oper¬ 
ation and maintenance. 

<iv) Make any capital improvements 
except those considered by the State Di¬ 
rector to be essential to the repayment 
of the loan or to the obtaining of ade¬ 
quate security therefor. 

<v) Accelerate the payment of other 
debts. 

<vi) Permit making a loan when re¬ 
payment will depend upon anticipated 
income from service to users who are not 
located in the service area at the time the 
loan is closed or who have not at that 
hme agreed to accept and pay for such 
service. 

* 2) Deferments or partial payments 
Proposed will be consistent with provi- 
lons of state or local laws affecting the 
reation and repayment of debts by bor¬ 
rowers. 

wm 3) The lender (Tor an insured loan) 

Period gree *° any proposed deferred 


in^* epayment schedules. Amortis 
insffliiS? 611 ? wiU be re Q uir ed unless su 
DrnvJi? ents would be inconsistent w 
vidp n, 0n i°* law or would not pi 
cant’e ^ flexib Uity needed in the app 
are n L? r ? p ° sed financial plans whJ 
minkt^ table the farmers Home A 
schetim*H °* n * Deferred interest must 
°d for payment before the pe 


ment of any principal may be scheduled. 
Under this policy, the annual install¬ 
ments after the end of any deferment 
period may be for interest only until all 
accrued interest shall have been sched¬ 
uled. Thereafter, the annual install¬ 
ments may be amortized in equal annual 
installments of principal plus interest or 
may be in annual installments of prin¬ 
cipal (not necessarily equal) plus 
interest. 

<d) Interest , annual charge , and re¬ 
purchase agreement. If a loan will 
be disbursed to the borrower in more 
than one advance, interest on the first 
advance will begin on the date indicated 
in the note or bond, and interest on each 
subsequent advance will begin on the 
date of the check. 

(1) For insured loans to associations, 
interest rates, annual charge rates, and 
repurchase agreements will be as pro¬ 
vided in Part 1810 of this Chapter XVIII. 

(2) The interest rate on direct loans 
will be 4 M* percent per year on the unpaid 
principal except that direct loans made 
for purposes authorized in § 1823.24(h) 
will be 3 percent. 

(e) Application of repayments and 
loan refunds. Repayments and refunds 
will be processed in accordance with Part 
361 of this chapter. 

(f) Refinancing Soil and Water loans. 
Each borrower will be required to agree 
to refinance the unpaid balance of its 
Soil and Water loan when it is able to 
obtain a loan from responsible coopera¬ 
tive or private credit sources at reason¬ 
able rates and terms for loans for similar 
purposes and periods of time. The bor¬ 
rower will, upon request of the Farmers 
Home Administration, apply for and ac¬ 
cept such loan to refinance its Farmers 
Home Administration loan. 

(g) Premiums and discounts on bonds. 
Loans will not be made or insured by the 
Farmers Home Administration if the 
bonds or similar obligations evidencing 
those loans are offered for sale or sold at 
discounts of any kind or if they provide 
any premiums or penalties for redemp¬ 
tion before their scheduled retirement 
dates. 

(h) Reserves. Each borrower will be 
required to establish and maintain re¬ 
serves for delinquent accounts sufficient 
to assure that loans Installments will be 
paid on time for emergency maintenance 
and for extensions to facilities. In those 
cases where statutes provide for extin¬ 
guishing assessment liens of public 
bodies where properties subj.* * to such 
liens are sold for delinquent State and 
county taxes, special reserves will be 
established and maintained for the pro¬ 
tection of the borrower’s lien of assess¬ 
ment. Provision for the accumulation 
of necessary reserves over a reasonable 
period of time will be included in loan 
resolutions or bond ordinances and in 
essessments, tax levies, or rates charged 
for services. 

Reserves may be invested in time de¬ 
posits, savings accounts, or obligations of 
the United States which may be con¬ 
verted readily into cash. Investments 
and Income therefrom will always be a 
part of the particular reserve fund from 
w r hich they were made. 


(1) The amount of reserves for delin¬ 
quencies will be determined by the State 
Director after careful consideration of 
the repayment ability of the associa¬ 
tion’s members or patrons. The reserve 
for this purpose should ultimately be 
accumulated in an amount at least equal 
to any anticipated delinquency in any 
one year. 

(2) Reserves for emergencies and ex¬ 
tensions will be determined by the State 
Director after consultation between the 
borrower’s officials and the County Su¬ 
pervisor. 

(3) Reserves for the protection of bor¬ 
rower’s lien of assessments will be de¬ 
termined by the State Director at a level 
equivalent to the estimated annual 
amount for State and county taxes for 
which property subject to such liens 
might be sold. 

§ 1823.27 Security. 

(a) General. All Soil and Water 
loans to associations will be secured in a 
manner wliich will adequately protect 
the interest of the Government during 
the payment period of the loan. 

(b) Liens on association property. If 
associations are permitted by State laws 
to mortgage their real and personal 
property: 

(1) A first lien, if obtainable, will be 
taken on real and personal property, 
exclusive of easements, rights-of-way. 
and water rights, owned by the applicant 
at the time the loan is approved. If a 
first lien is not obtainable. Junior liens on 
such property may be taken. 

(2) A first lien will be taken on real 
and personal property acquired with loan 
funds exclusive of easements, rights-of- 
way, and water rights. 

(3) A lien will be taken on the interest 
of the applicant in all easements, rights- 
of-way, and water rights used in con¬ 
nection with the facility. In some in¬ 
stances. such easements or rights-of- 
way. will involve private lands, and will 
not be derived pursuant to State statutes 
authorizing the installation of facilities 
across lands of other owners. In such 
cases, It will be the responsibility of the 
borrower to obtain and record such re¬ 
leases, consents, or subordinations to 
easements and rights-of-way from hold¬ 
ers of outstanding liens as it determines, 
with the advice of its attorney, are neces¬ 
sary for the construction, operation, and 
maintenance of the facility on the right- 
of-way. However, when easements only 
are obtainable on sites for structures 
such as reservoirs and pumping stations, 
releases, consents, or subordinations may 
be required by the Farmers Home Ad¬ 
ministration. The mortgage will provide 
for the applicant to pay from its own 
funds for any excess installation costs 
resulting from a failure to obtain ade¬ 
quate land, rights-of-way, or subordina¬ 
tions. 

(4) Assignments of association Income 
will be taken as additional security, if 
legally permissible. 

(c) Bonds or notes. Bonds or notes 
creating liens upon or pledging taxes and 
assessments which are liens upon lands 
served by an association having Govern¬ 
mental or quasi-Govemmental functions 
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or pledging the revenues derived from 
the operations of such an association for 
loan repayment, may be accepted in 
addition to. or in lieu of, liens on the 
kinds of property listed in paragraph (b) 
of this section, provided: 

(1) Statutes do not confer upon such 
associations the authority to mortgage 
the facilities operated by them, or 

<2> Such alternative security will 
adequately secure the loan, and 

(3) All statutory requirements per¬ 
taining to the authorization, sale, and 
acceptance of the bonds or notes are met. 

(d) Additional security. Promissory 
notes, stock or membership subscription 
agreements, individual member’s liability 
agreements, or other evidences of debt, as 
well as security instruments mortgaging 
the private property of members of the 
association may be pledged or assigned 
to the Government as additional secu¬ 
rity in any case in which the interest of 
the Government will not be adequately 
protected by taking the security specified 
In paragraphs (a), (b), and (c) of this 
section. 

§ 1823.28 Technical assistance. 

(a> General. The Fanners Home Ad¬ 
ministration may provide advice and 
consultation In connection with pre¬ 
liminary determinations regarding engi¬ 
neering feasibility, economic soundness, 
cost estimates, organization, financing, 
and management. However, applicants 
will be expected to provide the technical 
services necessary to plan projects, in¬ 
cluding design of facilities, preparation of 
cost estimates, and development of pro¬ 
posals for organization and financing. 
If an applicant group does not have the 
resources to pay for planning work and 
cannot arrange to do it on credit, and 
if the applicant has no qualified person¬ 
nel to do such work and the technical 
assistance required is not available from 
Federal or other public agencies, the 
Farmers Home Administration may: 

(1) Provide the necessary planning 
assistance by utilizing the services of 
available Fanners Home Administration 
personnel, or 

(2) Make reimbursable or nonreim¬ 
bursable advances of funds necessary to 
contract the services of other technicians 
to develop plans for the project. 

(b) Advances for planning. (1) Ad¬ 
vances made for planning may be for 
preliminary planning, for final planning, 
or for both types of planning. 

(i) Preliminary planning has refer¬ 
ence to the surveys, investigations, and 
studies needed for the group to reach de¬ 
cisions on, and develop plans for, im¬ 
provements including cost estimates, 
organization, and financing, and to de¬ 
termine the approximate charges or as¬ 
sessments needed to finance the project. 
It also Includes gathering other informa¬ 
tion needed to prepare the Report on 
Association Application referred to in 
§ 1823.33, showing to the extent practi¬ 
cable, such information as the proposed 
over-all plan, eligibility, repayment abil¬ 
ity, security, property rights, cost esti¬ 
mate. annual operating costs, etc. 

(ii) Final planning Is based on pre¬ 
liminary planning and includes organiza¬ 


tion of the association and the prepara¬ 
tion of all detailed plans, specifications, 
and contract documents for construction 
purposes. 

(2) Advances for preliminary plan¬ 
ning may be made to eligible associa¬ 
tions and to sponsoring groups who pro¬ 
pose facilities that would be eligible loan 
purposes and who in the opinion of the 
State Director represent a majority of 
the prospective members of the proposed 
association to be organized. A decision 
as to whether or not the advance will 
be reimbursable will be withheld until 
the Report on Association Application 
has been reviewed by the National Office. 

(3) If, after the Report on Association 
Application has been reviewed by the Na¬ 
tional Office, it does not appear that a 
feasible project can be developed or if the 
Association decides not to pursue its ap¬ 
plication further, any obligation created 
by the planning advance will be canceled. 

(4) If the Administrator concurs in 
the loan proposed in the Report on As¬ 
sociation Application, and planning ad¬ 
vances are involved, he will determine 
whether or not the proposed project will 
be feasible if planning costs or a portion 
thereof are required to be repaid by the 
association. After making this deter¬ 
mination, the Administrator: 

(i) Will authorize the cancellation of 
any obligation for repayment of a pre¬ 
liminary planning advance made to the 
association, or 

(il) Will require that all or part of a 
preliminary planning advance made to 
the association be repaid, and 

(iii) May authorize a planning ad¬ 
vance for all or part of the cost of final 
planning by the association either reim¬ 
bursable in whole or in part or on a non¬ 
reimbursable basis. 

(5) Requests for preliminary planning 
advances will be made in writing to the 
State Director w T ho wdll forward the re¬ 
quests with his recommendations to the 
National Office for prior approval and 
issuance of further instructions. The 
need for final planning will be set forth 
in the Report on Association Application. 

§ 1823.29 Special requirements. 

(a) Contracts for engineering serv¬ 
ice. Applicants obtaining engineering 
services from private sources will be re¬ 
quired to have written contracts for 
these services. Such contracts, includ¬ 
ing the amount of the fee to be paid, will 
be reviewed and approved by the Farm¬ 
ers Home Administration before execu¬ 
tion by the applicant. Contracts will 
provide for the types of services to be 
performed which will include as a mini¬ 
mum: Furnishing final drawings, speci¬ 
fications. and estimates of cost of con¬ 
struction; assistance in preparing and 
soliciting construction bids, analyzing 
bids, and preparing and awarding of 
construction contracts; supervision dur¬ 
ing construction; and advice for one year 
after construction has been completed. 
Provision may be made for payment of 
the fee in installments as work progresses 
in each of these stages. The amount of 
the fee payable from loan funds will be 
based on the nature and extent of serv¬ 
ices needed to be furnished to the ap¬ 


plicant in connection with the project 
planning and development. 

(b) Contracts for legal services. Ap¬ 
plicants will have written agreements 
when legal services are employed. All 
such agreements, including the amount 
of the fee to be paid, will be reviewed and 
approved by the Farmers Home Admin¬ 
istration prior to execution by the appli¬ 
cant when loan funds will be used for 
legal services. Contracts will provide 
for the types of service to be performed, 
the amount of the fee to be paid therefor, 
and payment of the fee in lump sum on 
the completion of all services or in 
periodic installments as services are per¬ 
formed. The amount of the fee payable 
from loan funds will be based on the 
nature and extent of legal service needed 
to be furnished to the applicant in con¬ 
nection with project planning and de¬ 
velopment. 

(c) Water purchase contracts. Ap¬ 
plicants proposing to purchase water 
from private or public sources will be 
required to have written contracts for 
such supply. Any contract to be en¬ 
tered into by an association applicant for 
the purchase of a water supply will be 
reviewed and approved by the Farmers 
Home Administration prior to execution 
by the association. A water purchase 
contract will: 

(1) Include a definite commitment by 
the supplier to furnish at a specified 
point a specified minimum quantity of 
water and provide that in case of short¬ 
ages all of the supplier’s users will share 
the shortages proportionately. However, 
if it is impossible to obtain a firm com¬ 
mitment for a minimum supply of water 
at all times, a contract should not be 
executed unless the State Director can 
make a positive determination that the 
supplier has adequate supply and treat¬ 
ment facilities to furnish its other users 
and the applicant association for the 
foreseeable future, and that a suitable 
alternative supply could be arranged 
within the repayment ability of the as¬ 
sociation if it should ever become neces- 


sary. . 

(2) Set out the ownership and main¬ 
tenance responsibilities of the respective 
parties for the master meter at the point 
of delivery. It is generally simpler u 
the supplier installs, owns, and maintai 
the meter. .. . 

<3> Specify the rates at which water 
will be sold to the association Since a 
is difficult to predict future costs of water 
production, it is generally^ mostjar's 
factory to provide some kind of escalator 
clause which will permit rates f 
association to be raised or J°^te 1 
portionately as certain specified ' 
for the supplier's regular customers 
raised or lowered. Provision 
made for altering rates in accord 
with the decisions of the WP™pr __ 
State agency which may have re» 

authority. A t he 

(4) Run for at least the termof_tne 

loan. If the supplier cannot legally 
tract for such period, the contracts Je 
be made for the longest term pe r ® ISS 
and contain a provisionfor renewal. ^ 

(5) Set out In detail fche ^ charges, 
connection charges or demand chare 
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if any, to be made by supplier as a con¬ 
dition to making service available to the 
association. However, the payment of 
such charges from loan funds should not 
be approved unless the State Director 
determines that it is more feasible and 
economical for the association to pay 
such a connection charge than it is for 
the association to provide the necessary 
water supply by other means. 

(6) Provide for a pledge of the con¬ 
tract to the Government as part of the 
security for the loan. 

(7) Not contain provisions for: 

(i) Construction of facilities with 
loan funds which will be owned or oper¬ 
ated by the supplier. This does not pre¬ 
clude the use of money paid as a con¬ 
nection charge for construction to be 
done by the supplier. 

(ii) Options for or agreements to the 
future sale or transfer of association 
assets to the supplier, whether or not 
such sale or transfer would be for a 
monetary consideration. 

(d) Construction plans and contracts. 
Associations will submit proposed plans, 
specifications, cost estimates, and all 
contracts for construction and purchase 
of materials to the Farmers Home Ad¬ 
ministration for review and approval 
prior to authorizing the purchase of ma¬ 
terial or beginning construction. Any 
contract change orders which may later 
be proposed also will be subject to prior 
Farmers Home Administration approval. 

(1) Farmers Home Administration 
Approval of contracts for construction or 
contracts for purchase of materials will 
include approval not only of the form of 
these documents but also their actual 
award, including all negotiations pre¬ 
ceding that award and executed con¬ 
tracts. 


(2) The method of accomplishing work 
and the details of safeguards to be pro¬ 
vided for the borrower in contracts 
should receive close attention and prior 
approval of the Farmers Home Adminis¬ 
tration. Arrangements which split re¬ 
sponsibility of contractors (separate con¬ 
tracts for labor and material, extensive 
subcontracting, and multiplicity of small 
contracts on the same job) should be 
avoided whenever it is practical to do so. 

(3) The State Director will review and 
approve all invitations for bid before 
they are released by borrower associa- 

??? a designated Fanners Home 
tPm?nL ra ^ o n representative must at- 
rcna an bid openings and contract nego- 
Fa™ 03 ' When bids are opened, the 
KPn7?f rS Home Administration repre- 
review them carefully. Af- 
thnr!? e J? ids have been examined and 
Rnmi U A ^ analyzed by the Farmers 
enrrhf Adminis tration representative, the 
S r f ?r the association, and the 
will of toe association, they 

u agree upon any contract 
takr- ! * « e made before the board 
All rnnfl y action in that regard, 

that thl racts toould contain a provision 
until not in toll force and effect 

State SrLf hav < e been a PP rove d by the 
u! ?, lrector in writing, 
all *Executed contracts, together with 

andna^fu 181 and the Performance 
a paym ent bonds furnished by the con¬ 


tractors. shall be submitted to the Oflice 
of the General Counsel for review and 
final opinion as to their adequacy and 
validity. This opinion should be ob¬ 
tained before any loan funds are released 
for payments to the contractor. 

(e) Use of and accountability for loan 
funds. (1) Soil and Water loan funds 
and any funds furnished by the borrower 
to supplement the loan will be deposited 
and handled in accordance with Part 
1803 of this chapter in a bank in which 
deposits are covered by Federal Deposit 
Insurance. The funds so deposited in a 
supervised bank account are public 
monies under title 12, section 265, United 
States Code, because they are subject to 
control by an employee of the United 
States, and therefore if the amount de¬ 
posited exceeds $10,000 the bank will be 
required to pledge collateral security for 
such excess pursuant to Treasury De¬ 
partment Circular No. 176 before the 
funds are deposited. As soon as a bank 
is selected or tentatively selected for the 
supervised bank account, inquiry should 
be made of the bank to determine 
whether the bank is presently a Desig¬ 
nated Depositary of the Treasury Depart¬ 
ment under Treasury Circular No. 176; 
if not, whether the bank is willing to 
accept designation as a depositary and 
pledge collateral with the Federal Re¬ 
serve Bank of the district in an amount 
equal to the amount the deposit of funds 
will exceed $10,000; and if it is a desig¬ 
nated depositary, whether it will agree 
to pledge collateral with the Federal Re¬ 
serve Bank of the district in an amount 
equal to the amount the deposit of funds 
will exceed $10,000. The information 
obtained from such inquiry will be sent 
to the National Office. 

(1) If the bank is not already a desig¬ 
nated depositary and is willing to accept 
designation and pledge collateral, the 
National Office will request the Treasury 
Department to designate the bank and 
to arrange for pledging collateral. If 
the bank is already a designated deposi¬ 
tary, the National Office will request the 
Treasury Department to arrange for 
pledging the collateral. 

(ii) If, approximately two days before 
the date set for loan closing, the State 
Office has not been notified by the Na¬ 
tional Office that collateral has been 
pledged, the State Office will inform the 
National Office of the date of loan closing 
and that collateral has not been pledged. 

(iii) Funds should not be deposited 
until notification is received from the 
National Office that collateral has been 
pledged. 

(2) If the financial operations of the 
association are so limited by State laws 
as to make the use of a supervised bank 
account impossible, loan funds may be 
deposited in a special bank account with¬ 
out provision for countersignature of 
checks by the County Supervisor. If 
the applicable State law contains specific 
and mandatory provisions regulating the 
depositaries to be used, the security given 
by the depositary for funds of the as¬ 
sociation, the countersignature of checks 
or warrants, or the bond required of the 
association’s treasurer, such require¬ 
ments should be complied with. If, how¬ 


ever, there are no such mandatory 
provisions in the State laws, the State 
Director should include in his conditions 
for loan approval requirements for the 
protection of the loan funds by the de¬ 
positary placing in escrow or pledging 
sufficient obligations of the United 
States or furnishing a good and sufficient 
bond by a reputable surety company au¬ 
thorized to do business in the State. If 
other types of protection of the loan 
funds are proposed, they should be sub¬ 
mitted to the Administrator for prior ap¬ 
proval. The State Director will deter¬ 
mine the frequency and manner in which 
such special bank accounts are to be 
audited by the County Supervisor. 
Countersignature by the County Super¬ 
visor of warrants for withdrawals of 
funds from special bank accounts is per¬ 
missible and will often simplify the 
auditing of such accounts. 

(f) Insurance. After considering the 
recommendations in the report on the 
application, and the prevailing customs 
in the area, the State Director will de¬ 
termine the amounts and types of 
insurance each association will carry. 

(1) Fire and extended coverage will 
be required on all buildings given as se¬ 
curity for the loan, and association- 
owned machinery housed therein. 

(2) If the association owns trucks, 
tractors, or other vehicles that frequently 
are driven over public highways, public 
liability and property damage insurance 
will be required. 

(3) The association will be required 
to carry suitable Workman’s Compensa¬ 
tion Insurance for all its employees. 

(g) Bonding . (1) Prior to the execu¬ 
tion of construction contracts by the 
association, contractors shall furnish 
surety bonds to guarantee both perform¬ 
ance and payment in the full amount of 
the contract. 

(2) The association will provide fidel¬ 
ity bond coverage for the officials 
entrusted with the receipt and disburse¬ 
ment of its funds and the custody of any 
property. The amount of the bond will 
be at least equal to the maximum amount 
of money that the association will have 
on hand at any one time exclusive of loan 
funds deposited in a supervised bank ac¬ 
count. If permitted by State law. the 
United States will be named as a co¬ 
obligee in the bond. 

(3) The amount of coverage required 
in surety and fidelity bonds will be speci¬ 
fied by the State Director in his loan 
approval memorandum. 

(h) Sale of insured bonds or notes — 
tax exempt interest. (1) When prelimi¬ 
nary inquiry indicates that income repre¬ 
sented by the interest on insured bonds 
or notes securing loan funds will be 
exempt from Federal income tax and the 
bonds or notes are to be offered for sale 
either pursuant to advertisement and 
public sale if required by State law, or bv 
private or negotiated sale if permitted 
by State law, the State Director will take 
the following action: 

(i) If the sale is made pursuant to 
public notice by advertisement, 12 copies 
of such advertisement will be furnished 
the Farmers Home Administration before 
publication. 
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(ii) If State law permits private or ne¬ 
gotiated sale, 12 copies of the notice of 
such sale, or a brief description of the 
bonds or notes if no notice is prepared, 
should be furnished the Farmers Home 
Administration as soon as such notice or 
description can be prepared. 

(2) In all cases the borrower should 
obtain an opinion from a recognized bond 
counsel concerning the exemption of the 
interest accruing on such bonds or notes 
from Federal income tax, or in lieu of 
such an opinion a determination to the 
same effect by the appropriate Director 
of the Internal Revenue Service. The 
advertisement, notice, or brief descrip¬ 
tion should state that such an opinion or 
determination will be furnished the pur¬ 
chaser at the time of delivery. 

(See. 10, 58 Stat. 356. as amended; 12 U.S.C. 
265) 

§ 1823.30 Loan approval authority. 

State Directors are authorized to ap¬ 
prove Soil and Water loans to associa¬ 
tions in accordance with this Subpart A. 
However, no Soil and Water loan to an 
association may be approved by a State 
Director without consent of the National 
Office if the borrower’s principal indebt¬ 
edness for Soil and Water loans (includ¬ 
ing prior Water Facilities loans) will ex¬ 
ceed $250,000. In such instances the 
State Director will forward the Report 
on Association Application, his recom¬ 
mendations, and a request for authority 
to approve the loan to the National 
Office. 

§ 1823.31 Subsequent loans. 

Subsequent Soil and Water loans to as¬ 
sociations may be made under the same 
policies, authorities, and procedures as 
initial loans. 

§ 1823.32 Application for loan. 

Each group applying for an association 
loan will make a request for assistance in 
a letter to the County Supervisor. The 
letter should state the kind and amount 
of assistance needed; state what attempts 
have been made to obtain financing else¬ 
where; give a brief description of the 
proposed facility or service; indicate the 
number of members; when applicable, 
contain pertinent information about the 
water supply and water rights; state 
whether or not the applicant is a com¬ 
pany, district, incorporated association, 
or is unorganized; and state what tech¬ 
nical work has been or is being done on 
the applicant's proposed project. If the 
group is incorporated, the application 
letter will be signed by the president. If 
the group is not yet incorporated, the 
members of the organizing committee 
will sign the letter. 

(a) The County Supervisor will for¬ 
ward the letter of application to the State 
Director with a letter of transmittal giv¬ 
ing additional facts and information he 
may have regarding the application. If 
the association has had any cost esti¬ 
mates and engineering plans prepared for 
the proposed project or service, the origi¬ 
nal or a copy should be attached. Such 
estimates and plans will be returned to 
the association after review by the State 
Director. 


RULES AND REGULATIONS 

(b) If the State Director determines 
that further consideration should be 
given to the application, he will advise 
the County Supervisor accordingly and 
instruct him to prepare a report on the 
application. When preparation of such 
a report will involve investigations, as¬ 
sembly of information, and determina¬ 
tions which the County Supervisor would 
be unable or unqualified to make, the 
State Director will arrange for necessary 
technical assistance for the County Su¬ 
pervisor, either through Farmers Home 
Administration employees or from other 
Federal and State agencies. If the State 
Director determines that no further con¬ 
sideration should be given to the applica¬ 
tion, he will advise the County Super¬ 
visor accordingly, giving him reasons for 
the decision. 

§ 1823.33 Report on association applica¬ 
tion. 

The County Supervisor will, with such 
help as the State Director may provide, 
prepare the Report on Association Ap¬ 
plication. It will be signed by the County 
Supervisor, other Farmers Home Admin¬ 
istration personnel who participated in 
the preparation, and the Area Supervisor. 
Information developed by the association 
will be used to the extent practicable. 
Investigations made by Farmers Home 
Administration personnel should be 
thorough enough to verify or test the 
information supplied and to develop any 
additional information needed to com¬ 
plete the report and to make the required 
determinations. Employees who partici¬ 
pate in the preparation of the report will 
explain Soil and Water loan policies to 
applicants, but they should not attempt 
to negotiate or indicate any special terms 
and conditions until the loan approval 
official has reviewed the report and has 
issued a memorandum indicating condi¬ 
tions that will need to be met before a 
loan docket is submitted. 

§ 1823.31 County Committee recommen¬ 
dations. 

The recommendation and comments of 
the County Committee will be obtained 
on each Soil and Water Association loan 
application. 

(a) When adequate information has 
been assembled on the association’s ap¬ 
plication to enable the County Commit¬ 
tee to make its recommendations, it will 
be presented to the Committee by the 
County Supervisor. Unless it appears 
during the investigation that the asso¬ 
ciation would be ineligible, the Report on 
Association Application will be completed 
before the Committee acts on the appli¬ 
cation. 

(b) If the Committee recommends 
favorable consideration of the applica¬ 
tion, a recommendation will be made on 
Form FHA 440-2, “County Committee 
Certification." In making its recom¬ 
mendation the Committee will take into 
account the association’s proposal to ac¬ 
complish the objectives of this Subpart 
B, community need for and interest in 
the proposed facilities or service, local 
issues, and items of similar nature which 
might affect the loan. 


§ 1823.35 Art ions subsequent to Com- 
mittee recommendation. 

(a) When the Report on Association 
Application has been completed and the 
County Committee has executed the 
County Committee recommendation, the 
County Supervisor will send the report 
and the County Committee recommenda¬ 
tion to the State Director. 

(b) The State Director will review the 
Report on Association Application. Dur¬ 
ing the review, he will consult the At¬ 
torney in Charge on any legal questions. 
When the review is completed, the State 
Director will take one of the following 
actions: 

(1) If the State Director concurs in 
the proposed loan and he is authorized 
to approve such a loan, he will prepare 
a memorandum to the County Supervisor 
indicating any conditions that must be 
met. The points covered in the memo¬ 
randum will include any recommenda¬ 
tions with respect to the amount of the 
loan, repayment schedule, amount and 
form of contributions by members, se¬ 
curity requirements, evidence of title to 
the association’s assets, organization or 
change in organization, improvement of 
business and operation methods, insur¬ 
ance and fidelity bonds, and plans and 
specifications. 

(1) If funds are available from a local 
lender or an allotment of direct funds, 
the State Director’s memorandum, the 
County Committee recommendation, in¬ 
structions as to documents required for 
the loan, and necessary copies of required 
forms will be forwarded immediately to 
the County Office. 

(ii) If the source of funds is not known 
and must be specified by the Adminis¬ 
trator, the State Director will forward 
a copy of his memorandum and the Re¬ 
port on Association Application to the 
National Office with a memorandum re¬ 
questing the name of a national lender or 
the allotment of direct funds, stating 
any deferments or multiple advances 
that will be necessary, and giving the 
estimated loan-closing date. The Na¬ 
tional Office will immediately furnish the 
name of a lender or an allotment of direct 
funds and will specify the interest rate 
to be charged. The State Director will 
then forward the above mentioned ma¬ 
terial to the County Office. 

(2) If the proposed loan would re¬ 
sult in a principal indebtedness in excess 
of $250,000, the State Director will send 
the National Office a copy of the Report 
on Association Application with his rec¬ 
ommendations. The National Office will 
then advise the State Director of the 
conditions under which he will be au¬ 
thorized to approve the loan and tne 
source of funds to be used. 

(c) Whenever the County Supervisor 
is notified that favorable action will not 
be taken on an application, he will notiiy 
the association immediately. 

(d) Upon receipt of the State Direc¬ 
tor's memorandum indicating favorable 
action provided certain conditions ca 
be met by the association, the County 
Supervisor will: 

(1) Deliver to the association a copy 
of the State Director’s memorandum set¬ 
ting forth the conditions under wnicn 
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the application will receive further con¬ 
sideration, instructions as to the required 
documents, and necessary copies of re¬ 
quired forms to be prepared and returned 
by the association. 

(2) Inform the association of the 
technical services it must provide in ac¬ 
cordance with the policy set forth in this 
Subpart B. 

(e) The association, with the help and 
advice of the County Supervisor, will: 

(1) Prepare and execute Form FHA- 
28 or FHA 442-6, “Association Proposal 
and Request for Funds. 0 

(2) Prepare and execute, in accord¬ 
ance with the above mentioned instruc¬ 
tions, the documents necessary to: 

(i) Support a determination that the 
association has legal authority and ap¬ 
propriate operating regulations neces¬ 
sary for it to contract for and secure 
the repayment of the loan, and to op¬ 
erate successfully and to maintain ade¬ 
quately the proposed facilities or serv¬ 
ices, 

(ii) Set forth the cost estimates and 
construction or installation plans of the 
proposed facility or development, 

(ill) Set forth the operating budget 
and repayment ability of the association, 
and 

(iv) Verify the title to assets which 
will serve as security for the loan. 

(f) Ordinarily, loan funds should be 
disbursed in one advance; however, pro¬ 
vision may be made for more than one 
advance of loan funds when there is a 
justification for multiple advances. The 
State Director may authorize disburse¬ 
ment of the loan in not to exceed four 
advances, provided none of the advances 
will be scheduled for disbursement later 
than two years from the date of loan 
closing. When more than one advance 
is contemplated, the amount and prob¬ 
able date of each advance will be indi¬ 
cated on Form FHA-28 or FHA 442-6. 

<g) If the loan is made from direct 
funds or from the insurance fund, Form 
FHA 440-1, "Payment Authorization," 
will be prepared for each advance in the 
amounts indicated in Form FHA-28 or 
FHA 442-6. Each Form FHA 440-1 will 
be signed by the authorized association 
official on the same date. 

§ 1823.36 Loan processing in Slate Of¬ 
fice. 


(a) Loan approval and issuance o) 
closing instructions. When the State Di¬ 
rector determines that the loan can be 
approved, he will, for a loan from the 
insurance fund, obtain the consent ol 
?L National ° fflce for the use of such 
unds and will then draft a memoran¬ 
dum of approval to the County Super- 
s Pf c Hying any conditions under 
men the loan will be made, including 
miLu ecessary Bonifications of previous 
pre scribed by the State Di- 
ir> n !f r ;i , e Proposed memorandum and 
Att^rf° Ck i efc wiU be forwarded to the 
tinr» rne ^ Char se for legal examina- 
strn JP* issuance of loan closing in- 
JTr* closing instructions will 
tantLwJ need not be Halted to, the 
of lien searches and ab- 
fllin» A# e execu Uon and recording or 
8 °* security instruments, curative 


requirements, and. if advisable, require¬ 
ments that certain legal documents or 
matters be legally reviewed before the 
loan is closed. The Attorney in Charge 
will prepare and transmit to the State 
Director, with the closing instructions, 
the security instruments and other spe¬ 
cial documents needed to close the loan. 
Upon receiving the closing instructions 
from the Attorney in Charge, the State 
Director will: 

(1) Revise, if necessary, his approval 
memorandum to the County Supervisor. 

(2) For a direct loan or a loan from 
the insurance fund, sign Form FHA 440- 
1 for each advance and insert his title in 
the space provided. 

(3) Transmit to the County Super¬ 
visor his memorandum of approval, the 
instructions, and the loan docket. 

(b) Rejection of the loan. If the 
State Director determines at any time 
during the processing of a loan that the 
loan should not be made, he will return 
the loan docket to the County Supervisor 
with the reasons for the rejection. The 
County Supervisor will notify the appli¬ 
cant of the disapproval of the loan and 
the reasons therefor. 

(c) Cancellation of loan. Soil and 
Water loans to associations may be can¬ 
celled before loan closing as follows: 

(1) The County Supervisor will pre¬ 
pare Form FHA-903, "Request for Can¬ 
cellation of Loan," and will send it to the 
State Director. If the State Director 
approves the request for cancellation, he 
will forward Form FHA-903 to the Fi¬ 
nance Office, and a copy will be returned 
to the County Office. 

(1) For an insured loan by a private 
lender, any checks advanced will be 
returned promptly to the lender with an 
explanatory letter. 

(2) Any application for title insurance 
will be cancelled in accordance with 
Part 1807 of this chapter. Likewise, the 
borrower's attorney, if any, should be 
notified of the cancellation. 

§ 1823.37 Action* subsequent to ap¬ 
proval and prior to loan closing. 

(a) Loan approval conditions. When 
the County Supervisor receives the loan 
approval memorandum and loan closing 
instructions, he will deliver a copy of 
these two documents to the association. 
An understanding will be reached with 
the association regarding compliance 
with the conditions set forth in the 
memorandum and the loan closing in¬ 
structions. 

(b) Notification of loan closing date. 
In order to permit sufficient time for any 
necessary negotiations with lenders, the 
County Supervisor will advise the State 
Director of the approximate date of loan 
closing as soon as it appears reasonably 
certain that the association can meet 
loan approval conditions, including title 
requirements, and the association is able 
to select an approximate date on which 
construction or development can be 
started. The State Director will notify 
the Attorney in Charge of the name of 
the lender so he may issue any neces¬ 
sary additional or modified closing in¬ 
struments or documents. 


(c) Ordering loan checks. The Coun¬ 
ty Supervisor will order the loan check 
so that it will be available at the time 
of, or immediately prior to, the date set 
for loan closing. 

(1) The loan check will not be ordered 
until: 

(1) The association has complied with 
loan approval conditions and closing in¬ 
structions, except for those actions which 
are to be completed on the day of loan 
closing or subsequent thereto. 

(il) The association is ready to start 
construction or proceed with develop¬ 
ment. 

Oil) No increase or decrease in the 
amount of the loan is contemplated. If 
it becomes evident on or before loan clos¬ 
ing that the amount of the loan should 
be decreased or increased, the County 
Supervisor will request that all distrib¬ 
uted docket forms be returned to him for 
revision. The docket, as revised, will be 
resubmitted to the State Director. 

(2) For an insured loan by a private 
lender, the County Supervisor will re¬ 
quest the check by preparing Form FHA 
440-7, "Request for Check," in an orig¬ 
inal and one copy and submit the orig¬ 
inal to the State Director. If the name 
of the lender is known, the County Su¬ 
pervisor will enter it on Form FHA 
440-7. The State Director will attest the 
signature of the County Supervisor on 
the original of Form FHA 440-7 and 
forward it to the lender. If the lender 
does not require attestation of the 
County Supervisor's signature, the orig¬ 
inal of Form FHA 440-7 may be deliv¬ 
ered to the lender without sending it to 
the State Office. Whenever the bank 
handling a supervised bank account will 
require the lender’s personal check to 
clear before disbursing funds, the lender 
should be requested to furnish a certified 
or cashier’s check. When suitable ar¬ 
rangements can be made with the lender, 
a bank draft may be used to obtain in¬ 
sured loan funds. 

(3) For a loan with more than one 
advance, the County Supervisor will re¬ 
quest the check for each subsequent ad¬ 
vance by submitting Form FHA 440-7 
in sufficient time so that the check will 
be Issued on or about the date listed on 
the reverse side of the copy of the note 
as the proposed date of the advance. 
The County Supervisor will remind the 
lender, by appropriate notation on Form 
FHA 440-7 submitted for each subsequent 
advance, to insert the date of the loan 
check in the column for that purpose in 
the Table entitled “Schedule of Ad¬ 
vances” on the reverse side of the note. 

(d) Handling loan checks. (1) Loan 
checks will be deposited in a supervised 
bank account in accordance with 
§ 1823.29(e). 

<2) Whenever a loan check for a direct 
loan or a loan from the insurance fund 
cannot be delivered within 2 days from 
the date of the check the County Super¬ 
visor wdll return it to the Regional Dis¬ 
bursing Office. 

(3) If, for any reason, a loan check 
for an insured loan by a private lender 
cannot be delivered to the borrower. It 
will be returned to the lender with a 
request for cancellation. When a loan 
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check is lost or destroyed, the County 
Supervisor will notify the lender im¬ 
mediately. If the borrower desires that 
a new check be issued, the lender will 
be requested to issue a new check. 

(4) When a loan check is issued pay¬ 
able jointly to the borrower and the 
Farmers Home Administration, the 
County Supervisor is authorized to en¬ 
dorse the check on behalf of the Farmers 
Home Administration at the time of loan 
closing as follows: 

Endorsed without recourse: 

Farmers Home Administration 

By- 

Title_ 

The State Director is also authorized to 
endorse such a check in the same man¬ 
ner. 

§ 1823.38 Loan closing. 

A loan to an association will be closed 
in accordance with the closing instruc¬ 
tions issued by the Attorney in Charge as 
soon as possible after receiving the loan 
check. When the purchase of bonds of 
a statutory association is involved, the 
form of bonds will be developed in ac¬ 
cordance with State statutes, the form 
will be submitted to the Administrator 
for approval and the loan will be closed 
in accordance with special instructions 
from the Administrator. 

(a) Authority to execute, file, and rec¬ 
ord legal instruments. Properly bonded 
County Office employees are authorized 
to execute and file or record any legal 
instruments necessary to obtain or pre¬ 
serve security for association loans. This 
includes mortgages and similar lien in¬ 
struments, as well as affidavits, acknowl¬ 
edgments, and other certifications 
(when the mortgagee must execute such 
certification under State law). 

(b) Preparation of promissory note. 
The note will be prepared and completed 
at the time of loan closing. Form FHA 
442-10, "Promissory Note (Insured SW 
Loan for Association)will be used for 
insured loans. Form FHA 442-11, 
"Promissory Note—Direct Soil and Wa¬ 
ter Conservation Loan for Associations/* 
will be used for direct loans. 

(1) The note will be executed by the 
association officials authorized by its 
Board of Directors to sign documents 
and instruments required for obtaining 
the loan. Any special instructions needed 
for the execution of the note will be fur¬ 
nished by the Attorney in Charge. 

(2) The date of the note will be the 
date of the closing of the loan. 

(3) The face amount of the note will 
be for the total amount of the loan, in¬ 
cluding all advances, as indicated on 
Form FHA-28. 

(4) Payments on Soil and Water loans 
to associations will be scheduled in an¬ 
nual installments. 

(i) For a direct loan or an insured 
loan by a private lender or from the in¬ 
surance fund, if the borrower will not 
have sufficient funds to pay a full amor¬ 
tized installment prior to the first Janu¬ 
ary 1 following the date of loan closing, 
the first installment may be for the 
amount equal to the interest to become 
due from the date of the note or if more 


than one advance is involved from the 
date of each advance to the next succeed¬ 
ing January 1 for a direct loan or Feb¬ 
ruary 1 of the next calendar year for an 
insured loan. When one or more ad¬ 
vances on the loan will be made after 
January 1 of the year following loan 
closing, the installment on each succeed¬ 
ing January 1 up to and including the 
January 1 following the last advance may 
be for an amount equal to interest that 
will accrue on the advances to the next 
succeeding January 1 for a direct loan 
or February 1 of the next calendar year 
for an insured loan, provided the 
association will be unable during such 
period to pay a full amortized install¬ 
ment on the entire loan. Thereafter, 
the annual amortized installments will 
be computed by multiplying the full 
amount of the loan by the factor for the 
number of years during which amortized 
installments are scheduled. 

(ii) For a direct loan or an insured 
loan by a private lender, if the lender is 
agreeable, the first two installments or 
the first three Installments may be for an 
amount equal to the interest only on the 
note in accordance with § 823.26 irre¬ 
spective of whether the loan is made in 
one or more advances. When principal 
payments are deferred on a loan involv¬ 
ing more than one advance, the period 
for which interest-only payments may be 
scheduled will not extend beyond the 
third January 1 following the date ol 
loan closing. In case of deferment, an¬ 
nual amortized installments will be com¬ 
puted by multiplying the full amount of 
the loan by the factor for the number of 
years during which amortized install¬ 
ments will be scheduled. 

(5) When a loan is closed between 
December 1 and January 1, the first In¬ 
stallment will be collected at the time of 
loan closing. 

(6) When the loan will be disbursed in 
more than one advance, the amount of 
each advance, including the first one. 
will be entered on the reverse side of 
the note, in the space entitled "Schedule 
of Advances.’* The date of the first ad¬ 
vance will be the date of the loan closing. 
The date entered for each subsequent 
advance will be the estimated date on 
which it will be needed by the associa¬ 
tion. The date on which each subse¬ 
quent advance was made will be the date 
of the loan check. The lender or Fi¬ 
ance Office (for direct loan or a loan 
from the insurance fund) will enter on 
the original note the date of the loan 
check for each subsequent advance. 

(7) For insured loans, other than 
those made from the insurance fund, 
the promissory note or bond will be as¬ 
signed to the lender simultaneously with 
loan closing. This will be done by en¬ 
dorsing the note over to the lender, or 
if the loan is evidenced by a bond issue 
the bonds will be made payable in such 
manner as may be approved by the 
Farmers Home Administration. Form 
FHA 440-5, "Insurance Endorsement 
(Insured Loan),” or such other form of 
insurance endorsement as may be ap¬ 
proved by the Farmers Home Adminis¬ 
tration, will be executed simultaneously 
with loan closing for delivery to the 


lender with the note or bonds. The rate 
of annual charge and the length of the 
repurchase agreement to be stipulated 
in the insurance endorsement will be in 
accordance with Part 1810 of this 
chapter. 

(8) Each County Supervisor and each 
State Director is authorized to sign the 
endorsement on the reverse of the note 
and to execute Form FHA 440-5. The 
Insurance endorsement constitutes the 
Government's contract of insurance of 
the loan. 

(9) For loans from the insurance fund, 
the note will not be endorsed and the 
insurance endorsement will not be pre¬ 
pared until the loan is assigned from the 
insurance fund to a lender. In such 
cases, the Director, Finance Office, or In¬ 
sured Loan Officer, will sign the endorse¬ 
ment on the reverse of the note and will 
execute the insurance endorsement in 
accordance with Part 1873 of this 
chapter. 

(c) Obtaining insurance. The asso¬ 
ciation will provide insurance coverage 
at the time of loan closing in the amounts 
and types specified by the State Director 
in his approval memorandum. The 
State Director will be guided by the pro¬ 
visions of Part 1806 of this chapter in se¬ 
curing and servicing property insurance 
for Soil and Water loans to associations. 

(d) Payment of fees and costs. Statu¬ 
tory fees and other charges for filing or 
recording mortgages or other legal in¬ 
struments and notary and lien search 
fees incident to loan transactions will be 
paid by the association from its own 
funds or from the proceeds of the loan. 
Whenever cash is accepted by Farmers 
Home Administration personnel to be 
used to pay the filing or recording fees 
for security Instruments, or the cost of 
making lien searches, Form FHA 440-12, 
"Acknowledgment of Payment for Re¬ 
cording, Lien Search, and Releasing 
Fees,” will be executed. 

(e) Distribution of certain recorded 
documents . The originals of the re¬ 
corded deeds, easements, permits, cer¬ 
tificates of water rights, leases, or other 
contracts and similar documents which 
are not required by the loan approval 
official to be held by the Farmers Home 
Administration will be returned to the 
officers of the association. 


| 1823.39 Action* subsequent to \oan 
closing. 

(a) The real estate or chattel mart- 
:ages will be delivered to the recording 
tffice for recordation or filing, as appro- 
>riate. When the mortgage is recoraea 
ir filed, as appropriate, the County 
Supervisor will conform one copy 

he original, including the recording 
iling data showing the date and place 
ecordation and the book and page nu - 
>er. The conformed copy of the 
:age will be delivered to the b0I T 0 d 
md the original for both insured 
lirect Soil and Water loans will be re 
ained in the borrower’s County o 
ase folder. L * 

(b) For an insured loan by a priv 
ender, the original note properly 
lorsed and the original insurance en 
lorsement will be given or sent to in 
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lender Immediately after loan closing. 
If for any reason it Is not possible for 
the same County Supervisor who signed 
Form FHA 440-7 to endorse the note and 
sign the insurance endorsement, it will 
be sent to the State Office Instead of 
directly to the lender. In such a case, 
the State Director or other authorized 
state official will attest on Form FHA 
440-5 the signature of the different 
County Supervisor before sending the 
note and the insurance endorsement to 
the lender. This will not be necessary 
when a local lender has no objection to a 
different signature on an insurance en¬ 
dorsement than that on Form FHA 440-7. 

(c) For a direct loan, or for a loan 
from the insurance fund, the original 
notes will be sent to the Finance Office 
immediately after loan closing. 

(d) Any water stock certificates will be 
sent to the State Office for safekeeping. 

(e) Loan funds may be disbursed as 
soon as the loan has been closed and the 
notes mailed. 

(f) When the loan has been closed, 
the County Supervisor will submit to the 
State Director the loan docket, security 
instruments and other closing documents 
for review. The State Director, with the 
assistance of the Attorney in Charge, 
will determine whether the loan was 
properly closed. The State Director will 
advise the County Supervisor of any 
deficiencies to be corrected and return 
the material that was submitted. 

§ 1823.(0 I.oans lo governmental or 
qiiasi'governnicntal organizations. 

When the association is an irrigation 
or drainage district, Soil Conservation 
District, or other statutory association, 
the State Director, with the advise of the 
Attorney in Charge, may change or sub¬ 
stitute documents, or modify procedures 
set out in this Subpart B to the extent 
necessary to enable the association to 
comply with applicable provisions of 
State laws. 


SUBCHAPTER C—LOANS PRIMARILY FOR 
PRODUCTION PURPOSES 

PART 1831—OPERATING LOANS 

Subport A—Policies and Authorities 

Sec. 
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1831.9 
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1831.33 

1831.34 

1831.35 


General. 

Scope of farming operations to be 
financed with Operating loans. 

Eligibility requirements. 

Veterans preference. 

Certification by County Committee. 

Participation under written agree¬ 
ments between the Farmers Home 
Administration and Commercial 
banks, cooperative lending agen¬ 
cies, or other legally organized 
agricultural lending agencies, 
purposes. 

Loan limitations and special re¬ 
quirements. 

Pates and terms. 

Security policies. 

Land tenure. 

Loan approval. 

Subpart B—-Loan Processing 

General. 

f*>an forms and routines. 

Review and approval or rejection. 

Loan closing. 

Revi 8 i 0n in the use of Operating 
loan funds. 


Subpart A—Policies and 
Authorizations 

Authority: The provisions of this Sub¬ 
part A issued under secs. 311, 312, 313, 315, 
316, 333, 339, 75 Stat. 310, as amended. 311, 
314, 318, 343, 76 Stat. 632, secs. 2, 4, 64 Stat.. 
99, 100: 7 U.8.C. 1941-1943, 1945, 1946, 1983, 
1989, 1991, 40 U.S.C. 440. 442: Order of Sec. of 
Agr., 19 FJR. 74, 26 F.R. 8403, 27 F.R. 5005. 

§ 1831.1 General. 

(a) This subpart prescribes the pol¬ 
icies and authorizations for making 
Operating loans to farmers (including 
ranchers) who will be conducting not 
larger than family farming operations. 

(b) The basic objective of Operating 
loans to farmers is to enable them to 
carry on a successful system of farming, 
to make efficient use of their land, labor, 
and other resources, to make needed im¬ 
provements in their living conditions and 
economic situation, and to qualify for 
credit from private or cooperative 
sources within a reasonable time. 

(c) Primary emphasis will be given to 
assisting family farm operators who will 
be making significant adjustments and 
improvements in their farm and home 
operations. 

(d) The basic objective of Operating 
loans will be accomplished through the 
extension of credit and supervisory as¬ 
sistance. 

(e) Supervisory assistance will be pro¬ 
vided borrowers to the extent necessary 
to achieve the objectives of the loan and 
to protect the interests of the Govern¬ 
ment in accordance with Part 1802 of 
tills chapter. Such assistance consists of 
farm and home planning, record keep¬ 
ing. analyzing the farm business, and 
giving management advice. 

(f) The making of Operating loans to 
Indians and permittees and lessees on 
Indian trust lands is subject to the addi¬ 
tional policies and procedures contained 
in Part 1825 of this chapter. 

§ 1831.2 Scopf of furming operation* to 
be financed with Operating loans. 

Loans may be made to farmers who. 
after the loan is made, will be conducting 
not larger than a family farming opera¬ 
tion. The term farming operation as 
used in this subpart includes an opera¬ 
tion which consists, in whole or in part 
of the production of fish under controlled 
conditions in lakes, ponds, and streams. 

(a) Adequate family farming opera¬ 
tion. An adequate family farming oper¬ 
ation is defined as a fanning oper¬ 
ation (1) that is of sufficient size and 
productivity to furnish income that will 
enable a farm family to have a reason¬ 
able standard of living; pay operating 
expenses, including maintenance of nec¬ 
essary livestock, fish, farm and home 
equipment, land and buildings and other 
farm structures; pay their debts; and 
have a reasonable reserve to meet un¬ 
foreseen emergencies, (2) for which the 
management of the farm and the recrea¬ 
tional enterprise is furnished by the 
operator and his immediate family, and 
(3) for which the labor, including any 
labor necessary for the recreational en¬ 
terprise, is furnished primarily by the 
operator and his immediate family ex¬ 
cept during seasonal peakload periods. 


It is not intended to include in this 
definition operations which require large 
amounts of seasonal hired labor. 

(b) Other family farming operations. 
An “other** family farming operation is 
defined as a farming operation of insuf¬ 
ficient size and productivity to qualify 
as an “adequate** family farming opera¬ 
tion and <1) that will produce agricul¬ 
tural commodities in sufficient quantities 
that the proceeds from their sale will 
be a substantial portion of the opera¬ 
tor’s total cash income, (2) that will pro¬ 
vide farm income which together with 
any income from other sources, including 
recreational enterprises, will enable the 
family to have a reasonable standard of 
living; pay operating expenses including 
maintenance of necessary livestock, fish, 
farm and home equipment, recreational 
equipment or facilities, land and build¬ 
ings; pay their debts; and have a rea¬ 
sonable reserve for unforeseen emer¬ 
gencies. (3) for which the management 
of the farm and the recreational enter¬ 
prise Is furnished by the operator and 
his immediate family, (4) for which the 
labor, including any labor necessary for 
the recreational enterprise, is furnished 
primarily by the operator and his im¬ 
mediate family except during seasonal 
peakload periods, and (5) in which the 
farm to be operated is recognized in 
the community as a farm rather than 
a rural residence. It is not intended to 
Include in this definition operations 
which require large amounts of seasonal 
hired labor. Loans may also be made 
to established farmers who can meet all 
of the requirements of this paragraph, 
except with respect to income as pre¬ 
scribed in subparagraph (2) of this para¬ 
graph, provided their incomes are suf¬ 
ficient to pay necessary farm operating 
and family living expenses not provided 
for in the loan, including any such ex¬ 
penses in connection with a recreational 
enterprise, meet the required payments 
on the Operating loan, and make the re¬ 
quired payments on other indebtedness 
after any necessary debt adjustments, 
extensions, reamortizations, deferments, 
or nondisturbance agreements have been 
obtained in connection with such in¬ 
debtedness. 

§ 1831.3 Kligibililv requirements. 

To be eligible for an Operating loan 
each applicant must: 

(a) Be a citizen of the United States. 

(b) Possess legal capacity to incur the 
obligations of the loan. 

(c) Be an individual who has a farm 
background and either training or farm 
experience sufficient to assure reason¬ 
able prospects of success in the proposed 
fanning operation. 

(d) Possess the character, ability, and 
industry necessary to carry out the pro¬ 
posed farming operation and honestly 
endeavor to carry out the undertakings 
and obligations required of him in con¬ 
nection with the loan. 

(e) Be unable to obtain sufficient 
operating credit elsewhere to finance his 
actual needs at reasonable rates and 
terms taking into consideration prevail¬ 
ing private and cooperative rates and 
terms in the community in or near which 
he resides for loans for similar purposes 
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and periods of time. The applicant’s 
equity in real estate, chattels, and other 
assets should be considered in determin¬ 
ing: his ability to obtain credit from pri¬ 
vate and cooperative sources. 

(f) After the loan is made, be conduct¬ 
ing not larger than a family farming 
operation as an owner or tenant. 

(g) Be able to meet his major needs 
for operating credit within the indebted¬ 
ness limitation for Operating loans dur¬ 
ing the period that such loans likely will 
be needed, except in cases where addi¬ 
tional financing on a contractual or 
equally definite basis is available. 

(h) When a loan for recreational pur¬ 
poses is being considered, possess the 
ability necessary to carry out the pro¬ 
posed enterprise. 

§ 1831.4 Veterans’ preference. 

Veterans, as defined in Part 1801 of 
this chapter, will be given preference. 
When it appears that available funds 
will be inadequate to meet the needs of 
all applicants, the applications on hand 
from veterans will be processed first. 

§ 1831.5 Certification by County Com¬ 
mittee. 

Before an Operating loan is approved, 
the County Committee will certify on 
Form FHA 440-2, “County Committee 
Certification,” that the applicant is 
eligible for a loan in accordance with 
the provisions of § 1831.3 of this chapter. 
In addition, the County Committee will 
establish the maximum amount of credit 
which may be extended, under the cer¬ 
tification. to meet the actual needs of 
the applicant during the crop year in¬ 
dicated. This will not necessarily rep¬ 
resent the amount which actually will 
be loaned. 

§ 1831.6 Participation under written 
agreement* between Farmers Home 
Administration and commercial 
banks, cooperative lending agencies, 
or other legally organized agricul¬ 
tural lending agencies. 

There are some situations in which 
commercial banks, cooperative lending 
agencies, or other legally organized agri¬ 
cultural lending agencies may be unable 
to extend to some of their farm custom¬ 
ers the amounts of credit needed under 
the existing conditions. This may be 
due to certain banking or lending limi¬ 
tations. a lack of funds resulting from 
an adverse collection season, or other 
factors. In spite of these conditions 
such a lender may wish to continue a 
line of credit with a customer and likely 
will be willing to again provide his total 
credit needs after a temporary period. 
In such cases if the applicant is other¬ 
wise eligible for an Operating loan the 
Farmers Home Administration may par¬ 
ticipate with the other lender by pro¬ 
viding part or all of the new credit the 
applicant needs for the crop year under 
the other provisions of this Subpart A 
and Subpart B of this Part 1831 as modi¬ 
fied and supplemented by the following: 

(a) The other lender will close and 
service the loans to the applicant and in 
doing so agrees to diligently protect the 
Government’s interests as well as its own. 


(b) The applicant is not indebted for 
a Farmer’s Home Administration Oper¬ 
ating or Emergency loan except that he 
may be indebted for an Operating loan 
previously made under a written par¬ 
ticipation agreement on Form FHA 
441-3, “Participation Agreement.” 

(c> The applicant’s immediate need 
for a Farmers Home Administration Op¬ 
erating loan is primarily for annual 
operating expenses and replacement of 
capital items. 

(d) The applicant is carrying on a 
reasonably sound farm and home opera¬ 
tion, will not be making major adjust¬ 
ments and improvements in his opera¬ 
tions during the period of the Farmers 
Home Administration Operating loan, 
and does not need intensive farm and 
home or financial management super¬ 
visory assistance to help assure satisfac¬ 
tory progress or protection of the Gov¬ 
ernment’s interest. 

<e) The Farmers Home Administra¬ 
tion and other lender executes Form 
FHA 441-3. This agreemet will show the 
amount of credit to be provided by 
Farmers Home Administration and the 
other lender, the division of payments 
on the loans and the income that may be 
received from the sale of security prop¬ 
erty. The participation agreement will 
also provide for the loan to be closed 
and serviced by the other lender. 

(f) The loan to be made by the Farm¬ 
ers Home Administration must not re¬ 
sult in the applicant’s Farmers Home 
Administration indebtedness for Oper¬ 
ating loans exceeding 80 percent of his 
combined total operating-type indebted¬ 
ness owed to Farmers Home Adminis¬ 
tration and the other lender. 

§ 1831.7 Loan purposes, 

Subject to the loan limitations and 
special requirements set forth in § 1831.8 
of this Subpart A. operating loans may 
be made for: 

(a) Purchase of livestock, poultry, 
farm equipment, and paying costs inci¬ 
dent to reorganizing the farming system 
for more profitable operation and for 
other farm needs, including equipment 
to be utilized in the development of for¬ 
est lands, and the production and har¬ 
vesting of forestry products such as 
pulpwood, mine-timber, railroad ties, or 
timber for other uses. 

(b) Purchase of an undivided interest 
in livestock, poultry, farm equipment, or 
facilities to be operated under a joint 
arrangement or as a group service. 

(c) Purchase of feed, seed, fertilizer, 
insecticides, and farm supplies; the re¬ 
pair of equipment; and other essential 
farm operating expenses, including cost 
incident to the production and harvest¬ 
ing of forestry products such as pulp- 
wood, mine-timber, railroad ties, or tim¬ 
ber for other uses. 

(d) Payment of customary and equi¬ 
table cash rent or cash charges for the 
use of farm buildings, pasture, crop, or 
hay land, and grazing permits if all of 
the following conditions exist: 

(1) Arrangements cannot be made for 
such rent or charges to fall due at the 
time when income for such payments is 
expected to become available. 


(2) The applicant is obligated under a 
written lease to pay such rent or charges 
in advance of the time when income is 
expected to become available to him for 
that purpose and the payment from loan 
funds is made in advance of such time. 

(3) Not more than one year’s cash rent 
or cash charges are paid with loan 
funds in any one lease year, except that 
if a loan is approved near the end of the 
current lease year funds for payment of 
such rent or charges for the succeeding 
lease year may be included in the loan. 

(4) The terms of the lease provide the 
applicant with reasonably secure and 
satisfactory tenure. 

(e) Payment of taxes due or about to 
become due, Social Security taxes in con¬ 
nection with hired labor, water or drain¬ 
age charges or assessments, premiums 
for insurance on real and personal prop¬ 
erty subject to the limitations in 
§ 1831.8(b) (5) of this Subpart A and 
premiums for public liability and prop¬ 
erty damage insurance on farm equip¬ 
ment (including farm trucks) and on 
recreational equipment and enterprises. 

(f) Payment of not more than one 
year’s interest calculated at a rate not 
to exceed that which is reasonable and 
customary for the area, that is due or 
about to become due on debts secured 
by liens of other creditors on livestock, 
farm equipment, and farm real estate. 

(g) Payment of depreciation in any 
one year not to exceed 15 percent of the 
market value of the essential farm equip¬ 
ment or recreational equipment under 
prior lien to another creditor or 15 per¬ 
cent of the amount owed to such credi¬ 
tors, whichever is lesser. 

(h) Acquisition of memberships in 
farm purchasing and marketing and 
farm service-type cooperative associa¬ 
tions or to purchase stock in such asso¬ 
ciations to help provide capital for im¬ 
provement of services to farmer mem¬ 
bers. Purchase membership or stock in 
a recreational-type cooperative associa¬ 
tion organized to utilize the applicants 
resources and to produce additional in¬ 
come exclusive of membership in asso¬ 
ciations which will acquire, lease, or 
improve land not otherwise under the 
control of the members. 

(i) Meeting family subsistence needs, 
including premiums on reasonable 
amounts of health and life insurance ana 
expenses for medical care. Applicant* 
must understand, however, that witmn 
the limits of their resources they should 
plan and carry on adequate food produc¬ 


tion and conservation programs. 

(j) Purchase of essential home equip¬ 
ment and furnishings, and the P&y® e ” 
for home equipment repairs required d 
the applicant family to sustain itsetfon 




manner. 

(k) Refinancing debts as follows: 

(l) A debt secured by a lien on live¬ 
stock, farm and home and recreatio 
equipment, and harvested feed, not to - 
ceed the market value of such property 
serving as security for the debt hems 
refinanced. However, any portion <oi 
secured debt which is in excess of . 
market value of such property ma 
considered for refinancing under s 
paragraph (2) of this paragraph. 
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(2) A debt, other than one authorized 
to be refinanced in subparagraph (1) of 
this paragraph, not to exceed the appli¬ 
cant’s equity in the livestock and farm 
and recreational equipment to be taken 
as security for the loan. The applicant's 
equity in crops, livestock increase, and 
livestock products on hand may be in¬ 
cluded in determining his equity when 
the debt being refinanced was incurred 
for operating expenses during the crop 
year for which the loan is being made. 
See refinancing limitations in § 1831.8 tb) 
of this Subpart A. 

(m) Purchase of milk base either with 
or without cows where such action is 
necessary to assure the borrowers a satis¬ 
factory market for his dairy products, 
as authorized or approved by the State 
Director. 

(n) Purchase of grazing license or per¬ 
mit rights of private parties which can 
be validly sold and transferred or waived 
separate from any land lease or other 
interest in land either with or without 
eligible livestock, provided loans for this 
purpose are authorized or by the State 
Director. 


(o) The purchase of equipment, ani¬ 
mals and birds, or facilities, and for 
operating expenses relating to the acqui¬ 
sition. development, and operation of 
recreational enterprises such as boating, 
fishing, swimming, picnicking, horse¬ 
back riding, hunting, ski jumps, tennis 
courts, vacation cottages, camp grounds, 
and nature trails not otherwise provided 
for in this Subpart A. 

(p) Purchase of fish used to stock 
ponds, streams, or lakes under con¬ 
trolled conditions, and for operating ex¬ 
penses relating to such enterprises. 

(q) The following real estate improve- 

subject to the limitations in 
51831.8 of this Subpart A. 

<1) Purchase, construction, altera- 
won, repair, or relocation of essential 
farm service buildings and minor repairs 
or alterations to farm dwellings. 

< 2 ) Purchase, construction, alteration, 

* or location of facilities or build¬ 
ings to be utilized in a recreational en¬ 
terprise. 

* 3) and water development, use, 
Si co , n ?? ] rvation essential to the opera- 
on the f arm or recreational enter- 
M fen cing, land clearing, 
in!^i hmentand development of forest 
as. establishment and improvements 
an,!^ n ^ an 1 ent hay or Pasture, drainage 
facili ties, construction of 
ponds » basic applications 
me™?# 2 nd fertilizer, and the develop- 
Son l V armstead * livestock, and irriga- 
for W T ater supply and equipment there- 

that no?? n /H? ds may be used t° pay 
°i the cost facili ties, improve- 
eamSi i? nd practice s which is to be 
turain by partioi Pation in the Agricul- 
^ Conservation or Great Plains pro¬ 
cover when 511011 c °sts cannot be 
m €nt f d by Purchase orders or assign- 

tractor^Tf?^ 1 ]^ suppliers or con- 
the nnrU If * unds are advanced and 
f unds l ?? Q °| *** Payment for which 
$500 thf r f advanced likely will exceed 
ment tn ?>f P 2i llcant wiu assign the pay- 
tion Farmers Home Administra- 


(r) Additional purposes in Hawaii as 
follows: 

<1) For purchasing necessary coffee¬ 
drying equipment and trellises for pas¬ 
sion fruit under provisions of this para¬ 
graph provided such equipment does 
not become a part of the real estate. 
Consideration should be given to the 
acquisition of such equipment through 
the use of group services where possible. 

(2) Subject to the limitations pre¬ 
scribed in § 1831.8(d) of this Subpart A 
for erecting necessary farm buildings 
and making essential repairs and im¬ 
provements to existing farm buildings 
provided the buildings, repairs or im¬ 
provements for which the loan is made 
are normally considered a part of the 
cost of operating the farm and will en¬ 
able the applicant to establish or reor¬ 
ganize an approved farming enterprise. 

(3) Subject to the limitations pre¬ 
scribed in § 1831.8(d) of this Subpart A 
for establishing and improving pastures, 
hay crops, coffee, pineapple, banana, and 
similar perennial-type crops and for the 
construction of terraces, water ways, and 
farm ponds; clearing, leveling and drain¬ 
ing land; and paying for other Soil and 
Water Conservation and improvement 
mortgage. 

(4) When loans are made to tenants 
for real estate improvements as au¬ 
thorized in this paragraph, the lease 
must provide for an assignment of the 
lease to the Government or to someone 
designated by the Government. Loans 
may not be made to tenants operating 
on Hawaiian Homes Commission lands 
unless its present regulations and poli¬ 
cies are changed in a manner which 
would permit the Farmers Home Ad¬ 
ministration to obtain a valid crop 
mortgage. 

<s) Financing feeder cattle enter¬ 
prises to enable the borrower to provide 
a profitable means of using feed pro¬ 
duced on the ranch or farm. Only feeder 
enterprises in which the borrower pro¬ 
ducers practically all the required hay 
and other roughage and a substantial 
part of the grain needed will be con¬ 
sidered favorably for financing with 
Operating loans. Only sound feeder 
operations which do not involve exces¬ 
sive risks to either the borrower or to 
the Government will be financed. 

(1) Loans will not be made to finance 
commercial feed lot operations or where 
the applicant will require a substantial 
amount of credit for either the purchase 
of feed or for grazing fees. 

(2) Ordinarily loans will be made 
only to finance feeder enterprises where 
light-weight feeders, such as feeder 
calves or yearlings are involved, and not 
to finance feeding operations involving 
heavy cattle, feeders which will be fed 
for only a short period, or feeders to be 
finished to prime gTade. 

(3) The making of operating loans 
involving poultry production is subject 
to policies for such loans contained in 
Part 1821 of this chapter. 

§ 1831.8 Loan limitations and special re¬ 
quirements. 

(a) Refinancing of debts and obtain¬ 
ing credit elsewhere . (1) When an ap¬ 


plicant’s request includes the use of loan 
funds for refinancing of debts it must 
be determined before a loan is made that 
his present creditors will not give him 
rates and terms on the existing debts 
that he reasonably could be expected to 
meet. If the applicant has requested 
loan funds for additional purposes, a 
determination also must be made that 
his present creditors or other sources 
will not extend to him the additional 
credit he needs on such rates and terms. 
County Supervisors will therefore: 

(I) Discuss with the applicant the pos¬ 
sibility of obtaining the needed credit 
from the applicant’s present creditors 
or other sources. He may request the 
applicant to contact his present creditors 
to explain his credit needs and to deter¬ 
mine if the creditors will provide any 
additional funds needed, renew, extend, 
change, or reduce the present debts as 
appropriate. He will also advise the ap¬ 
plicant of other credit sources available 
in the area which might assist him with 
his credit needs and request that he con¬ 
tact such credit sources. If the applicant 
is unsuccessful in his efforts to obtain 
credit or to get a revision of the rates 
and terms of his indebtedness, the 
County Supervisor will obtain from the 
applicant and document the reasons 
given for not assisting the applicant. 

(ii) If the County Supervisor is noti¬ 
fied by the applicant that his negotia¬ 
tions with the present creditors or other 
sources were unsuccessful he will deter¬ 
mine on the basis of the applicant’s fi¬ 
nancial statement, planned income and 
expenses, estimated amount available for 
debt payment, and the additional facts 
presented by the applicant, whether it 
appears necessary to refinance the debts 
or any portion of the debts or to obtain 
a change in the rates and terms. When 
it is determined that refinancing may be 
necessary, he will contact in person, when 
practicable, each secured creditor and 
each unsecured creditor to whom sub¬ 
stantial debts are owed for the purpose 
of verifying the necessity for refinanc¬ 
ing. If the loan is to be processed, a 
statement of each secured account to be 
refinanced showing the final due date, 
interest rate, annual installment, amount 
delinquent, unpaid principal, and ac¬ 
crued interest will be obtained. A state¬ 
ment also will be obtained for each un¬ 
secured account to be refinanced. 

(b) Purposes for which loans may not 
be made. While it is impracticable to 
list all of the purposes for which loans 
may not be made, the following are those 
commonly requested by applicants which 
are not authorized: 

(1) Purchase of passenger automo¬ 
biles, the refinancing of debts secured 
by liens on such automobiles, or the pay¬ 
ment of unsecured debts incurred for the 
purchase of such automobiles. 

(2) Payment of Federal or State In¬ 
come Taxes, or Social Security taxes 
payable by borrowers in their own behalf. 

(3) Purchase of real estate, or the 
making of payments on, or the refinanc¬ 
ing of, any real estate indebtedness other 
than the payment of taxes and interest 
as authorized in this Subpart A. In ad¬ 
dition, loans may not be made for carry- 
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ing on any land purchasing or land leas¬ 
ing program. 

(4) Replacing livestock, farm equip¬ 
ment. or crops sold, or refinancing chat¬ 
tel debts incurred primarily for the pur¬ 
pose of obtaining funds for any of the 
real estate purposes referred to in sub- 
paragraph (3) of this paragraph, if such 
action was taken by the applicant with 
the intent of replacing the chattel prop¬ 
erty or refinancing the debts with Op¬ 
erating loan funds. 

(5) Payment of taxes or insurance 
premiums in connection with real estate 
securing Farmers Home Administration 
loans other than Operating loans. 

(6) Payment of debts owed by the 
applicant to the Farmers Home Admin¬ 
istration or to make principal or interest 
payments on such debts. 

(7) Loan funds will not be used to (i) 
purchase memberships or stock in pro¬ 
duction cooperatives, (ii) purchase 
memberships or stock for the purpose of 
establishing control by the Farmers 
Home Administration in any type of co¬ 
operative. or (Ui) furnish a majority of 
the associations* capital requirements. 

(8) To convert or develop his entire 
farming into a recreational enterprise. 

(c) Limitations on loans for other 
family-farming operations. Loans may 
not be made to establish individuals in 
farming operations of the scope referred 
to in § 1831.2(b) of this subpart. 

(d) Limitations on loans for real es¬ 
tate improvements. (1) Not more than 

$2,500 may be advanced to a borrower 
in any one fiscal year for real estate im¬ 
provements ; furthermore. Operating 
loans will not be made year after year 
to make substantial real estate improve¬ 
ments. Equipment which is installed 
under a severance agreement and on 
which a valid chattel lien is obtained is 
not considered real estate improvement. 

(2) Before an Operating loan is made 
for real estate improvements, a careful 
analysis must be made of the applicant’s 
resources and proposed operations and a 
determination made that: 

<i) Such real estate improvements 
cannot be provided practicably through 
a real estate loan. 

(ii) The sum of the Operating loan 
being made for real estate improvements 
and the unpaid indebtedness against the 
farm and other security which secures 
the Farmers Home Administration real 
estate loan will not exceed the total in¬ 
debtedness or the normal value limita¬ 
tions prescribed for real estate loans. 

(iii) The applicant will likely continue 
to operate the farm for a sufficient period 
of time and under such terms that will 
enable him to obtain reasonable returns 
on his investment. 

(3) Operating loans may not be made 
to a tenant to finance real estate im¬ 
provements unless he has a written lease 
under equitable terms. In addition, the 
lease in such case must provide for com¬ 
pensating the tenant for any unex¬ 
hausted value of the improvement upon 
termination of the lease. 

(e) Limitations on amount of loan. 
The amount of each loan will be limited 
to the needs of the applicant and his 
ability to pay. In addition, consideration 


will be given to the value of the chattel 
property, including crops, which will be 
available as security. In no case may a 
loan be made which would result in the 
total principal balance outstanding to 
exceed $35,000 for Operating loans (in¬ 
cluding Production and Subsistence). In 
addition, not more than 25 percent of the 
Operating loan appropriation for any 
fiscal year may be used to increase the 
indebtedness of any borrower above 
$15,000. 

(f) Debt settlement cases. A loan will 
not be made to an applicant whose debts 
have been settled pursuant to Part 1864 
of this chapter or who has been released 
from personal liability under Part 1872 of 
this chapter, as reflected by the County 
Office records, or where settlement or re¬ 
lease under such regulations is contem¬ 
plated, unless the applicant’s failure to 
pay his loan indebtedness was the result 
of circumstances beyond his control, the 
conditions which necessitated the debt 
settlement or release, other than weather 
hazards, disasters, or price fluctuations, 
have been removed, and the borrower’s 
operations will be sound and afford him a 
reasonable prospect of repaying the loan 
and meeting his other obligations. Prior 
to approval of the loan the State Office 
will determine whether the loan should 
be made. 

(g) Loans to individuals for forestry 
purposes. Applicants for operating loans 
for forestry purposes are responsible for 
getting technical assistance from the Ex¬ 
tension Service. U.S. Forest Service, Soil 
Conservation Service. State Forest Tech¬ 
nicians, or other competent technicians 
in developing a forest plan on manage¬ 
ment and operation of his forest farm or 
farm woodlot. The plan will include 
projected yields, with operating expenses 
and estimated income, as well as a cruise 
of existing timber. The cruise report 
should include information such as an 
inventory of the kind and amount of tim¬ 
ber on the land, the size and growth rate 
of the predominant type of trees, amount 
of merchantable timber on the farm, and 
the dates the timber should be marked 
for sale. Also, it should show the kind 
of forestry product sales such as pulp- 
wood, mine-timber, railroad ties, or sale 
for other timber uses. No loan may be 
considered for a deferred payment or for 
a 3 percent interest rate unless an ac¬ 
ceptable forestry plan of operation and 
management is provided and the loan 
approval official is reasonably assured 
that such a plan will be followed. 

(h) Loans to individuals jointly en¬ 
gaged in farming. (1)A joint loan may 
be made to two eligible applicants living 
together or living separately and opera¬ 
ting jointly not larger than one family- 
farm unit. When joint loans are made, 
both individuals will execute the appli¬ 
cation, loan authorization, notes, mort¬ 
gages, and other documents required in 
connection with the making and closing 
of the loan. 

(2) Separate loans may be made to 
eligible applicants who are engaged 
jointly in farming, provided not more 
than two individuals are interested in 
the operations, and the operations pro¬ 
vide the equivalent of not larger than a 


family-farming operation for each indi¬ 
vidual. If a loan is made to only one 
such individual, it will be secured by a 
lien on his interest in the crops and 
chattel property as required by § 1831.10 
of this subpart. If a loan is made to 
each of the two individuals, a separate 
mortgage may be executed by each bor¬ 
rower on his interest in the property to 
secure his loan or a joint mortgage may 
be excuted by both borrowers to secure 
both loans. 

(i) Relationship with Emergency 
loans. Initial operating loans will not 
be made to applicants in areas desig¬ 
nated for Emergency loans when credit 
needs can be met adequately with Emer¬ 
gency loans and can be scheduled for 
payment in full from the first years 
operations. 

(j) Loans for recreational enterprises. 
The farm and home plan will have suffi¬ 
cient information attached to determine 
the feasibility and soundness of the ap¬ 
plicant's request for Farmers Home Ad¬ 
ministration assistance in conducting a 
recreational enterprise in conjunction 
with his farming operation. Such in¬ 
formation will indicate whether the 
enterprise provides sufficient income to 
meet its operating expenses, deprecia¬ 
tion, proportionate share of the debt, and 
make a reasonable contribution to the 
family’s income. 


§ 1831.9 Hates and terms. 


Interest will be charged at the rate of 
5 percent per annum on all Operating 
loans, except that loans made for the 
purchase of equipment to be used pri¬ 
marily in connection with a forestry 
enterprise and loans for operating ex¬ 
penses directly relating to a forestry 
enterprise will bear interest at the rate 
of 3 percent per annum. Interest will 
accrue from the date of the loan check 
on outstanding principal only and will 
not be compounded. Loans will he 
scheduled for payment as follows: 


(a) Payments of principal on Operat¬ 
ing loans will be scheduled on the note 
in accordance with the borrower's rea¬ 
sonable ability to pay, determined by an 
analysis of his farm and home operations 
as reflected in his farm and home plans* 
Principal payments on such loans will 
be scheduled at least annually, unless it 
is determined that income sufficient to 
meet the initial payment will not be 
received within 12 months from the date 
of the loan check, in which case the 
initial payment may be scheduled on a 
date coinciding with the date of tne 
income is to be received, but not beyond 
the end of the second full crop year fol¬ 
lowing the date of the loan. At least on 
payment will be scheduled during eacn 
12-month period thereafter. In n 
event will any payment be schedui 
later than 7 years from the date of tn 
loan check. 

(1) Advances for annual recurrins 
operating expenses will be scheduled 
payment when the principal ffico 
from the year’s operations normally 
would be received. This includes 
vances for the payment of debts 
curred in connection with the curr 
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year's operations, interest, taxes, and 
depreciation. 

(2) Advances to purchase or produce 
feed for productive livestock, or live¬ 
stock to be fed for the market, will be 
scheduled for payment when the prin¬ 
cipal income from the sale of such live¬ 
stock or livestock products can be 
expected. 

(3) Advances for the purchase of 
equipment or the refinancing of debts on 
equipment will ordinarily be scheduled 
for payment over a period not to exceed 
5 years. In determining the payment 
period for advances made for such pur¬ 
poses, the loan approval official will give 
careful consideration to the useful life of 
the property and the fact that repay¬ 
ment on such advances must more than 
offset depreciation, including obsoles¬ 
cence. of the equipment if the borrower 
is to make financial progress. 

(4) Advances for purposes other than 
those enumerated in subparagraphs (1), 

(2), and (3) of this paragraph will be 
scheduled for payment over the mini¬ 
mum period consistent with the appli¬ 
cant’s ability to pay, as determined from 
an analysis of the farm and home opera¬ 
tions. In no instance may the payment 
schedule extend beyond the useful life 
of the security offered for the advance. 

(5) When conditions warrant such ac¬ 
tion, principal payments scheduled in 
accordance with subparagraphs (3) and 
(4) of this paragraph may vary in 
amount. For example, when a livestock 
enterprise is being expanded as the feed 
and pasture program is developed, a 
graduated payment schedule could be 
used if necessary. In connection with 
subsequent loans for such purposes, it is 
necessary to consider payment schedules 
established previously for outstanding 
loans in order to assure a realistic over¬ 
all payment schedule within the pre¬ 
scribed limits. 

<b) Loans will be scheduled for repay¬ 
ment from anticipated income within a 
7-year period. The last installment will 
not be larger than the amount which can 
then be refinanced with another lender 
or be repaid within a renewal period of 
uot to exceed 5 years. 

§ 1831.10 Security policies. 

(a) Except as provided in subpara¬ 
graph (3) of this paragraph, and in 
Paragraphs (b), (c), and (d) of this 
section each loan will be secured as 
follows: 

(l) Crops, title to which is held by the 
oorrower. By a first lien on the appli¬ 
cant s crops, or his share of the crops if 
n^f S u share tenant, which are growing 
or to be grown by him, subject only to: 

The la ndlord’s lien on the crops 
or reasonable cash or privilege rent for 
toe current year. 

I 7 * 16 real esta te mortgagee’s lien 

real estate Purchase contract holder’s 
w n 11 the cr °P s for the current year’s 
^stailment on the real estate debt, pro- 
su ? h installment is reasonable 
rw r< i la ted to the normal rental 

f^f. es f° r similar farms in the area. 
DArfi i e lien °* another creditor on 
toh! CUla r crops f° r advances made or 

oo made by him to produce such crops 
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provided no advance will be made by 
the Farmers Home Administration in 
connection with such crops. 

(iv) The contract of another creditor 
or the lien in connection with such con¬ 
tract on particular crops for advances 
made or to be made by him to produce, 
harvest, process, or market such crops, 
provided the crops are under written 
contract with the creditor, and the con¬ 
tract limits advances to production, har¬ 
vesting, processing, or marketing costs 
in connection with the contract crop or 
to purposes related thereto. 

(2) Crops grown under contract when 
title to the crop is held by the contrac¬ 
tor. When a crop is being produced, 
harvested, processed, or marketed by the 
applicant under an equitable written 
contract with a responsible contractor 
and title to the crop is retained by such 
contractor, loans may be made in con¬ 
nection with such crops provided <i) the 
contractor limits his advances to pro¬ 
duction, harvesting, processing, or mar¬ 
keting costs in connection with the con¬ 
tract crop or to purposes related thereto, 
and (ii) an assignment of all or part 
of an applicant’s share of the income 
from the crop is given to the Farmers 
Home Administration and is accepted in 
writing by the contractor holding title 
to the crops. The assignment w f ill be in 
an amount at least equal to the amount 
planned to be paid on the applicant's 
Farmers Home Administration indebted¬ 
ness from such crop. However, when no 
payment is expected to be made on the 
loan from the crops, an assignment will 
not be required. The form for use in 
obtaining such assignments will be ap¬ 
proved by the Office of the General 
Counsel. 

(3) Feed crops only. Subject to the 
limitations of subparagraph <6) of this 
paragraph, a crop mortgage need not be 
taken when the crops to be produced by 
the borrower are for feed purposes only 
and the loan approval official determines 
that the loan is otherwise reasonably 
w T ell secured and that liquidation action 
either voluntary, or involuntary, is not 
likely to occur during the crop year for 
which the loan is made. 

(4) Livestock, poultry, farm equip¬ 
ment, and facilities purchased or refi¬ 
nanced. (This includes animals, fish, 
birds, and recreational equipment and 
facilities.) By a first lien on all such 
items, including buildings and fixtures 
which can be made subject to a valid 
chattel lien and undivided interests in 
such property, purchased or refinanced 
with the proceeds of the loan. However, 
liens will not be taken on poultry kept 
primarily for subsistence purposes, on 
household goods and equipment, on small 
tools and equipment. An applicant ob¬ 
taining a loan for the purchase of an 
undivided interest in the property re¬ 
ferred to above or the refinancing of 
debts on such items will secure his loan 
by a mortgage on his undivided interests 
in the item purchased or refinanced 
along with any other security required 
by this § 1831.10. Joint mortgages will 
not be taken except as provided in 
§ 1831.8 <t) of this subpart. Each party 
having an undivided interest in such 
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property will execute Form FHA 441-12, 
“Agreement for Disposition of Jointly- 
Owned Property,” providing for the dis¬ 
position of his interest in the property. 
However. Form FHA 441-12 will not be 
required when a tenant and landlord own 
property jointly and the lease provides 
for satisfactory division of such property 
or the proceeds from its sale, or a joint 
mortgage is taken to secure loans to two 
individuals jointly engaged in farming. 

(5) Other livestock, poultry, farm 
equipment, and facilities of security 
value. (This includes animals, fish, 
birds, and recreational equipment and 
facilities.) By the best lien obtainable 
on as much of such property of signifi¬ 
cant security value owned by the appli¬ 
cant at the time the loan is approved 
as is necessary to protect the interest of 
the Government. This will include any 
undivided interest in such property 
owned by the applicant jointly with 
others who have an interest in the 
operation. 

(i) Ordinarily liens should not be 
taken on only part of a herd or flock 
due to the security servicing problems 
involved. 

(ii) Liens should not be taken on small 
equipment and tools, household goods 
and equipment, passenger automobiles, 
or livestock or poultry kept primarily for 
subsistence purposes, or on undivided 
interests in property owned jointly by 
the applicant or others who have no in¬ 
terest in the farming operation or recrea¬ 
tional enterprise. 

(6) Liens and assignments to protect 
the Government's interest in feed pur¬ 
chased or produced with loan funds. 
Loans made to purchase or produce feed 
for livestock being fed for market or to 
be fed to productive livestock (excluding 
livestock and poultry kept primarily for 
subsistence purposes) will ordinarily be 
secured by first liens on such livestock. 
However, when a first lien cannot be ob¬ 
tained, the loan will be secured by liens 
or assignments as provided below: 

(i) When the livestock will be owmed 
by the applicant and a first lien cannot 
be obtained, a junior lien will be taken, 
provided it is determined that the appli¬ 
cant has, or will acquire during the feed¬ 
ing period, an equity in the livestock 
being fed or will receive income from 
livestock or livestock products, either of 
which must be commensurate with the 
investment made for this purpose: and 
provided prior lienholders sign Form 
FHA 441-13, “Division of Income and 
Nondisturbance Agreement,” or similar 
form approved by the Office of the Gen¬ 
eral Counsel, agreeing to a suitable non- 
disturbance period and to a division of 
the income to be received from the live¬ 
stock and livestock products, which will 
permit the applicant to pay his loan in 
accordance with the policies expressed 
herein. However, when no payment is 
expected to be made on the loan from the 
livestock or livestock products. Form 
FHA 441-13 will not be required. 

(ii) When the livestock enterprise is 
to be managed by the applicant under a 
livestock share lease, share agreement, 
or contract, and the income to be re¬ 
ceived therefrom will be from the live- 
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stock fed, or from livestock products, an 
assignment of all or a part of such in¬ 
come will be taken provided the owner 
or purchaser of the livestock or livestock 
products accepts in writing the assign¬ 
ment. The assignment will be in an 
amount at least equal to the amount 
planned to be paid on the applicant's 
Farmers Home Administration indebted¬ 
ness from such income. The form for 
use in obtaining such assignments will 
be approved by the Office of the General 
Counsel. However, when no payment is 
expected to be made on the loan from 
the livestock or livestock products, an 
assignment will not be required. When 
the borrower’s compensation under the 
livestock share lease, share agreement, 
or contract is livestock increase, the ap¬ 
plicant will be required to agree in 
writing at the time the loan is made to 
give a first lien on such increase as soon 
as an effective lien can be taken, unless 
an after-acquired property clause in an 
existing lien instrument will provide such 
a first lien. 

(7) Assignments of crop insurance. 
Assignments of all or a part of crop in¬ 
surance proceeds will be taken when the 
loan approval official determines such 
action is necessary to protect the inter¬ 
ests of the Government. However, an 
assignment is not required in cases where 
a crop insurance policy contains a 
standard mortgage clause naming the 
Farmers Home Administration as mort¬ 
gagee. 

(8) Assignments of proceeds from sale 
of agricultural products . When loans 
are made to finance dairy or commercial 
egg enterprises from which payments 
are expected, assignments will be taken 
on the milk or egg income to assist in 
obtaining regular payments as income 
is received whenever it is possible to ob¬ 
tain an agreement from the purchaser 
to honor the assignments. The assign¬ 
ment will be in an amount sufficient to 
meet repayments planned from this 
source. Assignments of proceeds from 
the sale of other agricultural products 
or agricultural income, including wool 
incentive and agricultural program 
payments, will be taken when necessary 
to protect the interest of the Govem- 
men and can be obtained. 

(9) Severance agreements. When 
Operating loan funds are used to pur¬ 
chase or refinance debts on property 
which is or may become attached to real 
estate and it is necessary to sever such 
property from the real estate to meet the 
security requirements contained in sub- 
paragraph (4) of this paragraph, Form 
FHA 440-6, “Severance Agreement,” will 
be obtained. 

(10) Real estate. Real estate security 
will not be taken in connection with 
making initial Operating loans. Fur¬ 
thermore, real estate security will not be 
taken in connection with making sub¬ 
sequent Operating loans except in indi¬ 
vidual cases in which it appears that it 
may be necessary to rely on such security 
for payment of the loan. When such se¬ 
curity is taken the provisions of § 1871.2 

(b) of this chapter will apply. 
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(b) Loans made for the acquisition of 
memberships or the purchase of stock in 
cooperative associations may be made on 
the basis of the borrower’s promissory 
note without taking other security ex¬ 
cept as follows: 

(1) An assignment or a pledge of the 
stock or other evidence of membership 
will be obtained, provided such a pledge 
or assignment would have security value. 
Assignments may also be taken on sig¬ 
nificant amounts of dividends to be re¬ 
ceived from stock, memberships or 
patronage, or on undivided profits and 
other retains. The assignment or pledge 
will be made on forms and in the man¬ 
ner approved by the Office of the Gen¬ 
eral Counsel. 

(2) In individual cases, loan approval 
officials may require a lien on crops or 
chattels as security for a loan made for 
the acquisition of a membership or stock 
if they determine that such action is 
necessary to protect the interest of the 
Government due to such reasons as the 
amount of the advance or the borrower’s 
financial situation. 

(c) Loans made under participation 
agreements between the Farmers Home 
Administration and other lenders under 
Form FHA 441-3. as prescribed in 
§ 1831.6 of this subpart, will be secured 
by liens taken by the other lenders. 
Such liens will be taken on livestock or 
farm equipment or crops and may also 
include any other chattel property which 
the other lender determines is desirable. 
In such cases the loan approval official 
must determine that the security to be 
obtained by the other lender in accord¬ 
ance with the provisions of the partici¬ 
pation agreement will be adequate to 
protect the interests of the Government 
under that agreement. 

(d) Loans of not more than $1,500 for 
real estate improvements may be made 
on the basis of the borrower’s promissory 
note without taking other security when 
the applicant has a good reputation for 
paying his debts promptly, when he 
clearly has sufficient income to meet all 
of his obligations, and when he has assets 
from which a recovery of the loan could 
be made in case of default. 

(e) Property and public liability and 
property damage insurance will be ob¬ 
tained as follows: 

(1) Applicants obtaining Operating 
loans should be encouraged to carry in¬ 
surance on their livestock, equipment, 
crops, feed, seed, and other property 
necessary to afford them adequate pro¬ 
tection against substantial losses from 
the common hazards existing in an area. 
It is especially desirable that insurance 
be obtained by applicants w'ho obtain 
large loans and have considerable live¬ 
stock. equipment, feed, and seed which 
are housed over an extended period. 
Such insurance may be required. It may 
be obtained from any insurance com¬ 
pany properly authorized to do business 
in the area. 

(2) Applicants receiving loans for a 
recreational enterprise will be advised of 
the possibilities of incurring liability and 
encouraged to obtain public liability and 
property damage insurance. 


(3) When insurance is required on 
property serving as security for an Oper¬ 
ating loan, a Form FHA 426-2, “Property 
Insurance Mortgage Clause (Without 
Contribution),*' or a standard mortgage 
clause which is in general use in the area 
will be attached to or printed in the 
policy and will show the United States 
of America (Farmers Home Adminis¬ 
tration) as mortgagee. 

(f) State Directors will inform County 
Supervisors on a State basis if it is neces¬ 
sary, because of State statutes or types 
of leases, land purchase contracts, and 
real estate mortgages commonly in use, 
to obtain subordination agreements, and 
to take other action as necessary. 

(g) Lien searches will be obtained in 
accordance with the provision of Sub¬ 
part B of this part to determine that 
the Farmers Home Administration will 
have the required security except that 
when the loan is made under a written 
participation agreement with another 
lender a lien search will not be required 
by the Farmers Home Administration if 
the loan approval official determines that 
the other lender will take the necessary 
steps in closing the loan to assure proper 
protection of the Government’s interests. 

§1831.11 Land tenure. 

Good land tenure is essential in build¬ 
ing a sound and successful fanning busi¬ 
ness. Applicants will, therefore, be re¬ 
quired to make satisfactory arrange¬ 
ments for the use of sufficient land of 
the quality necessary for carrying on an 
approved system of farming on a sound 
and practical basis. The tenure policies 
set forth below will be followed in the 
making and approving of loans. 

(a) Tenant operators. (1) Before a 
loan is made the tenant, the landlord, 
and the County Supervisor must under¬ 
stand the terms and conditions of the 
tenure arrangements. The understand¬ 
ing will include how the farm will be 
operated, the manner in which the 
planned adjustments and improvements 
will be financed, the distribution of in¬ 
come and expenses and other contribu¬ 
tions by the tenant or the landlord, pro¬ 
visions for the division of the jointly 
owned property when the lease is termi¬ 
nated. agreement on any pertinent long¬ 
time aspects of the case, as outlined in 
Part 1802 of tills chapter, and any other 
factors affecting the tenure relationship. 

(2) Ordinarily, loans will not be made 
unless the applicant obtains a satisfac¬ 
tory written lease. However, when for 
good reason an applicant cannot obtain 
a written lease on part or all of the lana 
he expects to operate, the loan may oe 
approved, provided the County Super¬ 
visor determines that the understand¬ 
ing existing between the tenant an 
landlord are definite and the renta 
terms are satisfactory, the lack of a writ¬ 
ten lease will not likely jeopardize tn 
applicant's farming operations, and in 
rental arrangements made with respec 
to each tract of land are documented- 

(b) Owner operators. Before loans 
are made to owmer operators, the terms 
existing with respect to any real J s r*^ 
indebtedness owing will be ascertau 
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and a determination will be made as to 
whether the applicant’s proposed farm¬ 
ing operations will enable him to meet 
the required payments on the real es¬ 
tate indebtedness as well as being sound 
in other respects, and the applicant will 
have reasonably secure tenure on the 
farm under the terms of the real estate 
mortgage or purchase contract. 

§ 1831.12 I^oan approval. 

(a) Administrative determinations 
and responsibilities. When the County 
Committee certification has been made, 
the loan approval official will determine 
administratively whether: 

(1) The applicant is eligible and 
likely to be successful in the proposed 
operations and to achieve the objectives 
of the loan. 

(2) The applicant has available, un¬ 
der satisfactory tenure arrangements, a 
farm adequate in size and productivity 
to reasonably expect success, taking into 
consideration off-farm income and in¬ 
come from a recreational enterprise. 

(3) Plans have been made and docu¬ 
mented for the proper system of farm¬ 
ing and for any crucial adjustments, im¬ 
provements, and practices essential for 
the applicant’s success and whether pro¬ 
vision has been made for proper follow¬ 
up supervision and corrective action. 

(4) The proposed farm and home op¬ 
erations and recreational enterprise of 
the applicant are sound. 

(5) The loan is sound and can be re¬ 
paid from income as scheduled. 

(6) The amount of the loan and the 
purposes for which the funds are to be 
used are consistent with the applicant’s 
needs and are for authorized purposes. 

(7) The security requirements can be 
met. 

(8) The certifications required of the 
applicant and County Committee have 
been made. 

<9) The loan meets all other Farmers 
Home Administration requirements. 

(b) Authority. State Directors are 
authorized hereby to approve Operating 
loans in accordance with the require¬ 
ments of this Subpart A and Subpart 
B of this part. However, no initial 
or subsequent Operating loan may be 
approved by the State Director without 
Jhe consent of the National Office if (1) 
the loan being made will cause the total 
Principal balance of Operating loans (in¬ 
cluding Production and Subsistence 
loans) plus the total principal balance 
owed on any Emergency-type loans 
including Special Livestock loans) to 

$25,000, or (2) the applicant is 
indebted for a Farmers Home Adminis- 
ieK real esta te loan or such a loan 
{* wing made, and the total principal 

,5°® on aU indebtedness to, or in- 
57® Farmers Home Administration 

m exceed $50,000. However, when the 

ationai office has concurred in the ap- 
m2i °* an Operating loan as provided 
^Paragraph (1) or (2) of this 
the case need not be resub- 
,* , ^e National Office in connec- 

with requests for additional Operat- 
ma/io < ns unless major changes are 
P lann ®d farm and home 
auons, or the borrower has not made 
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satisfactory progress in the repayment 
of the loan. 

(c) Redelegation of authority. (1) 

State Directors are authorized to redele¬ 
gate to qualified State Office employees, 
including Area Supervisors, County Su¬ 
pervisors, and GS-7 Assistant County 
Supervisors, his authority to approve 
loans subject to the following limita¬ 
tions: 

(1) Area Supervisors may not be au¬ 
thorized to approve a loan to an appli¬ 
cant which will cause the total principal 
balance of Operating loans (including 
Production and Subsistence loans) plus 
the total principal balance owed on any 
Emergency-type loans (including Special 
Livestock loans) to exceed $18,000. 

(ii) County Supervisors and GS-7 As¬ 
sistant County Supervisors may not be 
authorized to approve a loan to an ap¬ 
plicant which will cause the total prin¬ 
cipal balance of Operating loans (in¬ 
cluding Production and Subsistence 
loans) plus the total principal balance 
owed on any Emergency-type loans (in¬ 
cluding Special Livestock loans) to ex¬ 
ceed $12,000. 

(2) Each State Director will deter¬ 
mine the loan approval authority to be 
redelegated to State and County Office 
employees and will issue redelegations of 
such authority on a position basis. 

(3) State Directors will restrict or re¬ 
voke the exercise of delegated loan ap¬ 
proval authority to individual State and 
County Office employees by written no¬ 
tice where such action is necessary in 
the administration of a sound loan pro¬ 
gram. 

Subpart B—Loan Processing 

Authority: The provisions of this Sub¬ 
part B Issued under secs. 311, 312, 313, 315, 
316, 333, 339, 75 Stat. 310, as amended, 311, 
314. 318, 343, 76 Stat. 632, secs. 2, 4, 64 Stat. 
99, 100; 7 US.C. 1941, 1942, 1943, 1945, 1946, 
1983, 1989, 1991; 40 U.S.C. 440. 442; Order of 
Sec. of Agr., 19 FJR. 74, 26 Fit. 8403, 27 F.R, 
5005. 

§ 1831.31 General. 

Tills Subpart B of tills Part 1831 sets 
forth the requirements and procedures 
for the preparation and execution of 
documents and for other routines in con¬ 
nection with making Operating loans. 

§ 1831.32 Loan forms and routines. 

(a) Applications for loans. (1) Appli¬ 
cants who are not indebted for Operat¬ 
ing, any Emergency, or Special Livestock 
loans will execute Form FHA 410-1, “Ap¬ 
plication for FHA services,” in accord¬ 
ance with Part 1801 of this chapter. 

(2) Applicants who are indebted for 
Operating, any Emergency, or Special 
Livestock loans will not be required to 
execute Form FHA 410-1 if the applica¬ 
tion taken in connection with such loans 
or a Form FHA 431-2, “Farm and Home 
Plan,” reasonably reflects their current 
status 

(b) Form FHA 440-2 , “County Com¬ 
mittee Certification” (1) When the ap¬ 
plicant is determined to be eligible, the 
County Committee will execute Form 
FHA 440-2 before the loan is approved. 
This certification will cover any Operat¬ 
ing loans to be made to the applicant for 
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the crop year specified within the maxi¬ 
mum amount of credit established by the 
County Committee. The date designated 
by the County Committee as the end of 
the crop year and the maximum amount 
of credit will be Inserted in the appro¬ 
priate spaces. 

(1) It is intended that County Com¬ 
mittees will have some latitude in deter¬ 
mining for which crop years credit may 
be extended. In some cases where an 
initial Operating loan is being made, the 
County Committee may indicate that the 
crop year for which credit may be ex¬ 
tended coincides with that for which an 
interim plan is developed. Such action 
may be taken because the Committee 
wishes to review the circumstances of the 
applicant again at the end of the interim 
crop year before committing itself for 
the succeeding crop year. In other cases, 
the County Committee may, when an ap¬ 
plication is being acted upon during the 
latter part of a crop year, establish the 
maximum amount of credit for both the 
interim crop year and the next crop year, 
provided the operations for the current 
year have advanced to the point that the 
County Committee will be able to deter¬ 
mine with reasonable certainty the max¬ 
imum amount of credit which the appli¬ 
cant would need for the next crop year 
under normal conditions. The same 
principles with respect to County Com¬ 
mittee certifications for an initial loan 
may be followed in connection with sub¬ 
sequent loans. 

(ii) If it is found, after an applicant 
has been certified as eligible, that a dif¬ 
ferent farm will be operated or that an 
amount of credit in excess of the max¬ 
imum previously established by the 
County Committee will be required for 
the designated crop year, it will be nec¬ 
essary for the County Committee again 
to certify the applicant as eligible on the 
basis of the changed circumstances if a 
loan is to be made. 

(2) When the County Committee has 
agreed to increase the original amount 
of loan assistance certified for the crop 
year because such amount was insuffi¬ 
cient to meet the needs of the borrower, 
a new Form FHA 440-2 will be prepared 
and executed. The date of the end of 
the same crop year (month, day, and 
year) as that indicated in the original 
certification will be inserted in the ap¬ 
propriate space. In the space indicat¬ 
ing the maximum amount of credit for 
the crop year, the amount to be inserted 
w ill be the sum of the latest certification 
for the crop year for any Operating, any 
Emergency, and Special Livestock loan 
plus the additional amounts of any such 
loans the County Committee determines 
are necessary to meet the actual credit 
needs of the borrower for the remainder 
of the crop year. A notation will be 
made in the blank space on Form FHA 
440-2 that the County Committee has 
again reviewed the applicant’s situation 
and his credit needs for the crop year are 

as indicated rather than $_shown 

on the previously executed Form FHA 
440-2. The new Form FHA 440-2 should 
be executed by the County Committee 
and dated as of that date. 
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(c) Form FHA 431-1, “Long-Time 
Farm and Home Plan ” Form FHA 
431-1 will be developed with those appli¬ 
cants who are to receive intensive super¬ 
vision as prescribed in Part 1801 of tills 
chapter. 

(d) Form FHA 431-2, “Farm and Home 
Plan " Form FHA 431-2 will be devel¬ 
oped with all applicants as prescribed 
in Part 1801 of this chapter except when 
a loan is made only for the acquisition 
of membership or the purchase of stock 
in a cooperative association and the ap¬ 
plicant is not indebted for another Farm¬ 
ers Home Administration loan. In the 
latter case, the best estimates available 
will be used to complete Table J of Form 
FHA 431-2 in order to determine whether 
the loan requested can be paid and the 
period over which payments should be 
scheduled. The source of payment 
should be shown in Table K. When the 
preparation of Table J is inadequate to 
enable the loan approval official to make 
the required determinations, other por¬ 
tions of Form FHA 431-2 as necessary 
will be used. When a loan is being made 
for a recreational enterprise, a statement 
of income and expenses will be attached 
to the farm and home plan as prescribed 
in § 1831.8(j). 

Ce) Appraisal of property . (1) When 

a secured debt is to be refinanced under 
the provisions of § 1831.7(1), the follow¬ 
ing information will be recorded con¬ 
cerning each debt: the name of the 
applicant; the name of the lienholder; 
the amount owed on the debt; a descrip¬ 
tion of each item of property on which 
the indebtedness is owed and the mar¬ 
ket value of each; the total value of all 
property on which the indebtedness is 
owned; and the name and title of the 
person making the report. If more than 
one secured debt is to be refinanced, a 
separate appraisal form will be used for 
each. 

(2) When other debts are to be refi¬ 
nanced under the provisions of § 1831.7 

(1) (2), an appraisal report will be pre¬ 
pared showing the name of the appli¬ 
cant; the value of the livestock, poultry, 
farm equipment, animals, fish, birds, 
recreational equipment and facilities to 
be taken as security for the loan; the 
amount of indebtedness secured by liens 
on such property; the applicant's equity 
in such property; and the name and title 
of the person making the report. If the 
debt being refinanced was incurred for 
operating expenses during the crop year 
for which the loan is being made and it 
is necessary to compute the applicant’s 
equity in crops, livestock increase, and 
livestock products in order to determine 
whether refinancing can be done under 
the provisions of § 1831.7(1) (2), the 
value of the applicant’s equity In such 
items also will be shown in the appraisal. 

(3) When funds are to be advanced for 
the payment of depreciation pursuant to 
§ 1831.7(g), an appraisal report will be 
made with respect to the farm equip¬ 
ment or recreational equipment involved 
for the purpose of making the determi¬ 
nation required in that paragraph. 

(f) Tenure agreement . Generally, a 
copy of the lease agreement between 
tenant applicants and their landlords 


will be obtained and made a part of the 
loan docket. Where it is not practical 
to obtain a copy of the lease agreement, 
a statement setting forth those terms 
and conditions of the agreement which 
are not clearly reflected in the Farm and 
Home Plan will be prepared and made 
a part of the loan docket. 

(g) Form FHA 441-1, “Promissory 
Note .” The amount of each loan and 
the scheduled payments thereon will be 
in multiples of $10. Not more than four 
payments on a single note will be sched¬ 
uled for any year. The time limitations 
for payment schedules prescribed in 
§ 1831.9 run from the date of the loan 
check instead of from the date of the 
note. Form FHA 441-1 will be dated as 
of the date of execution by the appli¬ 
cant. The applicant’s spouse will be re¬ 
quired to execute Form FHA 441-1 when 
legally required by State law; or the 
loan approval official determines that 
the signature is needed because of the 
spouse’s interest in the farm being oper¬ 
ated or in property offered as security; 
or it is determined by the State Director, 
on a state basis, that the spouse’s sig¬ 
nature will be required. 

(1) When an Operating loan is made 
for purposes which would be secured in 
accordance with the provisions of 
§ 1831.10(a) and also for purposes in 
which the security provisions of § 1831.10 
(b) (1) or (d) apply, separate notes will 
be required. 

(2) When an Operating loan is being 
made simultaneously for forestry pur¬ 
poses at the rate of 3 percent interest as 
prescribed in § 1831.9 and for other oper¬ 
ating purposes, separate notes will be 
prepared. 

(h) Form FHA 441-3, “Participation 
Agreement ." This form will be used 
when the Farmers Home Administration 
is participating in a loan under the pro¬ 
visions of § 1831.6. Form FHA 441-3 will 
be executed by the applicant and the 
other lender before it is executed by the 
loan approval official on behalf of the 
Government. 

(i) Form FHA 441-16, “Repayment 
Schedule for Participation Loans” This 
form will be used when the Farmers 
Home Administration is participating in 
a loan to provide the repayment schedule 
agreed upon for each advance to be made 
by the Farmers Home Administration 
under the Participation Agreement. 
Form FHA 441-16 will show the same 
repayment schedule as is shown on the 
note taken by the lender to evidence 
each Farmers Home Administration ad¬ 
vance. 

(J) Form FHA 441-4, “Participation 
Notice ” When the Farmers Home Ad¬ 
ministration is participating in a loan, 
this form will be used by the lender to 
notify the County Supervisor of the ac¬ 
tions taken in closing the loan. 

(k) Form FHA 440-9, “Supplementary 
Payment Agreement ” This form will 
be used, as needed, with applicants and 
borrowers who will be receiving regular 
off-farm income and income from a rec¬ 
reational enterprise from which pay¬ 
ments are to be made on the loan. 

<1) Form FHA 440-1, “Payment Au¬ 
thorization.” (1) Form FHA 440-1 will 


be prepared for the total amount of the 
loan as indicated on Form FHA 441-1. 
Separate Forms FHA 440-1 will be pre¬ 
pared for each loan. However, when 
separate notes are prepared in accord¬ 
ance with § 1831.32(g) of this Subpart B. 
Form FHA 440-1 will be prepared for the 
total amount of the notes. The ap¬ 
proval official will indicate his determina¬ 
tion that the applicant is eligible and 
his approval of the loan by signing and 
dating the original in the space pro¬ 
vided, and by inserting his title. The 
type of loan will be inserted in the space 
provided for that purpose. 

(m) Immediate and future disburse¬ 
ments. All of the applicant's anticipated 
credit needs for the crop year will be 
planned for when Form FHA 431-2 is 
developed and all of the documents for 
loan advances required for the crop year 
may be submitted to the Finance Office 
at one time. Such documents may pro¬ 
vide for the loan funds to be disbursed 
in an immediate loan advance: an im¬ 
mediate loan advance and one or more 
future loan advances; or one or more 
future loan advances without an im¬ 
mediate advance, provided, however, all 
such loans must be disbursed at least 30 
days apart. Subsequent loans also may 
be submitted at any time during the 
crop year to meet credit needs of the 
applicant which could not be anticipated 
at the beginning of the crop year, pro¬ 
vided the need for such credit is re¬ 
flected on a revision of Form FHA 431-2. 
When credit is to be extended in more 
than one loan advance, a separate pay¬ 
ment authorization and note must be 
submitted for each advance and for each 
future advance. 

(n) Form FHA 440-4 (State), "Crop 
and Chattel Mortgage” The property 
listed should be described accurately and 
adequately and should be reconciled with 
any existing security instruments and 
Form FHA 462-1, “Record of the Dispo¬ 
sition of Security Property.” When a 
chattel mortgage is to be taken in con¬ 
nection with a fish or recreational enter¬ 
prise, any necessary changes will be 
made in the text of the security instru¬ 
ment and the proper description of the 
property to be described in the secure 
instrument. The requirements for the 
signature of the applicant’s spouse will 
be as prescribed for Form FHA 441-1 in 


§ 1831.32(g). ^ 

(o) Form FHA 441-5, “Subordination 
Agreement.” When a subordination 
igreement is required. Form FHA 441-3 
>r other form approved by the State Di¬ 
rector. where Form FHA 441-5 is not 
egally sufficient, will be used. The years 
X) be covered by the subordination gen¬ 
erally will be for the unexpired period 
)f the lease but as a minimum will oe 
:or the year for which the loan is made. 

(p) Form FHA 441-8, “Assignment oj 
Proceeds from the Sale of Apricufftfro 
Products.” Form FHA 441-8 or other 
orm approved by the State Dll ^ c t t0 ; 
vill be used to obtain an assignment oi 
proceeds from the sale of farm, dairy, 
poultry, or other agricultural products. 

(q) Form FHA 440-6, “Severance 
Agreement” (1) If severance agreements 
ire required, such agreements wu 
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executed no later than the date on which 
the property purchased with loan funds 
is delivered to the farm, or prior to the 
release of loan funds to the creditor if 
refinancing of debts on such property is 
involved. 

(2) Form FHA 440-6 will be executed 
by the parties indicated (including the 
Fanners Home Administration if a real 
estate lienholder) in the following 
situations: 

(i) When the borrower owns the land 
free of any liens other than liens for real 
or personal property taxes, he will exe¬ 
cute the form. 

(ii) When the borrower owns the land 
subject to liens, he and all lienholders 
except those holding liens for real or 
personal property taxes will execute the 
form. 

(iii) When the borrower is purchasing 
the land under a title retaining contract, 
he. the owner, and all lienholders except 
those holding liens for real or personal 
property taxes will execute the form. 

(iv) When the borrower is leasing the 
land, he and the owner only will execute 
the form. 

(3) State Directors will specify the 
situation in which severance agreements 
are required under State law to comply 
with the requirements of Subpart A of 
this Part 1831; whether the severance 
agreement should be filed or recorded; 
and whether the spouse of the borrower 
and the spouses of other parties of in¬ 
terest also will be required to execute the 
severance agreement. In specifying the 
situations in which severance agree¬ 
ments will be required, consideration will 
be given to the actions necessary to pre¬ 
vent the property from becoming part of 
the real estate as well as to severance 
after it has become attached to the real 
estate. 

(r) Form FHA 441-13. “Division of 
Income and Nondisturbance Agreement.” 
Form FHA 441-13 will be used when it 
is necessary to obtain both a division of 
income and a nondisturbance agreement 
from prior lienholders. 

(s) Form FHA 441-10 , “Nondisturb¬ 
ance Agreement ” Form FHA 441-10 
will be used when it is necessary to ob¬ 
tain only nondisturbance agreements 
from creditors of an applicant who are 
to a position to interfere wth the appli¬ 
cant’s farming operations. 

§ 1831.33 Review ami approval or rejec¬ 
tion. 

s tnS? 1 documents prescribed in 
i 1831.32 of this Subpart B have been as¬ 
sembled, the loan approval official will 
the determinations required in 

31831.12(a). 

(a) Approval of loans. If the loan is 
^ a P proved ’ the loAn approval official 
win date and sign Form FHA 440-1 and 
nsert his title in the spaces designated 
or these purposes. The loan approval 
official also will specify any special con- 

ions of approval or special security 

requirements. 

<b) Rejection of loans. If a loan is 
ejected, the County Supervisor will 

uni y applicant of the rejection and 
return to him the original of Form 


FHA 441-1, any tenure agreements, and 
any executed security instruments. 

§ 1831.31 Loan closing. 

(a) Check delivery. Upon receipt of a 
loan check, the County Supervisor will 
notify the applicant promptly on Form 
FHA 440-8, “Notice of Check Delivery’*; 
or mail the check to him; or if a “partici¬ 
pation loan” is involved, deliver the loan 
check to the other lender and notify the 
applicant of such delivery; or when a 
supervised bank account is required and 
the depository bank does not require the 
applicant’s endorsement for deposit, he 
may deposit the loan check in the super¬ 
vised bank account and furnish the ap¬ 
plicant a copy of the deposit slip. If the 
bank will not accept the loan check for 
deposit in a supervised bank account 
without the applicant’s endorsement, the 
County Supervisor will retain the check 
and arrange with the applicant for a time 
and place for its deposit. If a “participa¬ 
tion loan” is made the other lender will 
close the loan, including the taking of 
the security instruments, in accordance 
with the provisions of the “Participation 
Agreement.” 

(b) Form FHA 440-13 , “Report of Lien 
Search.” Form FHA 440-13 or other 
form providing substantially the same 
information will be prepared. 

(1) Lien searches will be obtained at a 
time which will assure that the security 
instruments filed or recorded give the 
Government the required security. 

(2) Except as otherwise provided in 
this subparagraph, applicants are re¬ 
quired to obtain and pay the cost of lien 
searches. Applicants should select the 
sources through which lien searches are 
made. The cost of lien searches may be 
paid from the proceeds of loan checks 
when necessary. 

(i) State Directors may authorize the 
employees of a particular County Office 
unit to make lien searches without cost 
to applicants when the cost of lien 
searches is exorbitant, such service is 
not available, or experience has shown 
that the service available will cause un¬ 
due delay in the closing of loans or make 
it difficult to determine before with¬ 
drawal of loan funds that required secu¬ 
rity has been obtained. 

(ii) County Office employees may make 
continuation lien searches when such 
searches are necessary to assure that 
the Government will obtain the required 
security, or are required by the State 
Director in connection with subsequent 
mortgages taken to describe additional 
chattels purchased with loan funds. 

(3) State Directors will determine the 
minimum requirements for lien searches, 
including the records to be searched and 
the period to be covered with respect to 
each. 

(c) Security Documents. County Of¬ 
fice employees in bonded positions are 
authorized to execute and file or record 
any legal instruments necessary to obtain 
or preserve security for loans. This in¬ 
cludes mortgages and similar lien instru¬ 
ments, as well as affidavits, acknowledg¬ 
ments. and other certifications, when the 
mortgagee must execute such instru¬ 
ments under State law. 


(d) Obtaining security for Operating 
loans. In cases in which capital goods 
are to be purchased and covered by a 
lien, the County Supervisor will encour¬ 
age the applicant to make preliminary 
arrangements for the purchase of all 
such items by the time the initial mort¬ 
gage is taken in order to eliminate the 
taking of additional mortgages. The 
taking of security in closing loans will be 
governed by the following requirements: 

(1) If all of the loan funds are de¬ 
posited in a supervised bank account, the 
initial mortgage to secure the loan will 
be taken not later than the date of the 
first withdrawal of any of the loan funds 
from such account. 

(2) If only a part or none of the loan 
funds are deposited in a supervised bank 
account, the initial mortgage to secure 
the loan will be taken not later than 
the time of the delivery of the loan check 
to the applicant. 

(3) If, at the time the initial mortgage 
is taken, a part of the property which is 
to serve as security for the loan as yet to 
bo purchased, a first lien will be taken 
on such property at the time it is pur¬ 
chased, unless the after-acquired prop¬ 
erty clause in the mortgage gives the 
Government a first lien on such property. 

(e) Executing and recording or filing. 
Crop and chattel mortgages must be de¬ 
livered or mailed to the recording office 
for recordation or filing, whichever is 
appropriate. 

(f) Fees. Statutory fees for filing or 
recording mortgages or other legal in¬ 
struments and notary and lien search 
fees incident to loan transactions in all 
cases will be paid by the borrower from 
personal funds or from the proceeds of 
the loan. Whenever cash is accepted by 
the Farmers Home Administration per¬ 
sonnel to be used to pay the filing or 
recording fees for security instruments, 
or the cost of making lien searches, Form 
FHA 440-12, “Acknowledgment of Pay¬ 
ment for Recording, Lien Search, and 
Releasing Fees,” will be executed. 
Farmers Home Administration personnel 
who accept custody of such fees will 
make it clear to the borrower that the 
amount so accepted is not received by 
the Government as credit on the bor¬ 
rower’s indebtedness, but is accepted only 
for the purpose of paying the recording, 
filing, or lien search fees on behalf of 
the borrower. 

§ i 831.35 Revision in ilie n*te of Operat¬ 
ing loan funds. 

(a) Authority of the County Super¬ 
visor. The County Supervisor is au¬ 
thorized to approve changes in the pur¬ 
poses for which loan funds are to be 
used provided: the loan was within the 
County Supervisor's loan approval au¬ 
thority; such a change is for an author¬ 
ized purpose and within applicable 
limitations; such a change will not ad¬ 
versely affect the soundness of the farm¬ 
ing operation, the recreational enter¬ 
prise, or the Government’s interest. If 
the County Supervisor is uncertain as 
to the probable effect the change would 
have on the soundness of the farming 
operation or on the Government’s inter¬ 
est, he should obtain the advice of the 


No. 2li 


ll 
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State Director prior to approving the 
change. 

(b) Authority of State Office Officials. 
(1) The State Director may delegate 
additional authority to County Super¬ 
visors to approve certain kinds of 
changes in the use of loan funds pro¬ 
vided prior approval is obtained from 
the National Office. 

(2) The State Director and employees 
in the State Office who have loan ap¬ 
proval authority are authorized to ap¬ 
prove changes in the use of loan funds 
provided the changes are consistent with 
authorities, policies, and limitations for 
making Operating loans. 

(c) Documentation and routines . 
When changes are made in the use of 
loan funds, no revision will be made in 
the repayment schedule on Form FHA 
441-1. However, when funds loaned for 
the purchase of capital goods are to be 
used to meet operating expenses, the bor¬ 
rower must agree to repay the funds so 
used in accordance with the repayment 
terms prescribed In § 1831.9 of this chap¬ 
ter. Appropriate changes with respect 
to the repayments will be made in Table 
K of Form FHA 431-2 and initialed by 
the borrower. 


PART 1832 —EMERGENCY LOANS 

Subpart A—Policies and Authorities 

Sec. 

1832.1 General. 

1832.2 Designation ol Emergency loan 

areas. 

1832.3 Scope of fanning operations to be 

financed with Emergency loans. 

1832.4 Eligibility requirements. 

1832.5 Certification by County Committee. 

1832.6 Loan purposes. 

1832.7 Loan limitations. 

1832.8 Relationship with other types of 

Farmers Home Administration 
loans. 

1832.9 Rates and terms. 

1832.10 Security policies. 

1832.11 Loan approval. 

1832.12 Subsequent Emergency loans to 

cranberry growers. 

1832.13 Emergency loans for orchard reha¬ 

bilitation and other related pur¬ 
poses. 

1832.14 Loans to oyster planters. 

Subpart 8—Loan Processing 

1832.21 General. 

1832.22 Processing. 

Subpart A—Policies and Authorities 

Authority: The provisions of this Sub¬ 
part A Issued under sec. 321-327, 333. 339, 
75 Stat. 311, as amended. 314, 318; 7 U.S.C. 
1961-1967. 1983. 1989. Order of Sec. of Agr., 
19 F.R. 74. 26 F.R. 8403, 27 F.R. 5005. 

§ 1832.1 General. 

This subpart prescribes the policies 
and authorities for making Emergency 
loans to farmers and stockmen. Special 
provisions with respect to certain types 
of Emergency loans are set forth in the 
last sections of this Subpart A. The 
basic objectives are to assist eligible ap¬ 
plicants to continue their normal farm¬ 
ing or livestock operations, and return 
to local sources of credit as soon as pos¬ 
sible. These objectives will be accom¬ 
plished through the extension of credit 
and such supervisory assistance as is 
determined necessary to achieve the ob¬ 


jectives of the loan and protect the Gov¬ 
ernment’s interest. Supervisory assist¬ 
ance will be given in accordance with the 
provisions of Part 1802 of this chapter. 
Such loans made to certain Indians and 
to permittees and lessees on Indian trust 
lands are subject to the additional poli¬ 
cies and procedures contained in Part 
1892 of this chapter. 

§ 1832.2 Designation of Emergency loan 
areas. 


and other assets should be considered 
in determining his ability to obtain 
credit from private and cooperative 
sources. When the applicant is a part¬ 
nership or corporation, the partners or 
principal stockholders must be unable to 
supply the needed credit from their own 
resources or with loans obtained from 
other sources. 

§ 1832.3 Certification by County Tom- 
mi ttee. 


(a) The Secretary of Agriculture may 
designate an area as an Emergency loan 
area when there exists in the area a gen¬ 
eral need for agricultural credit which 
cannot be met for temporary periods by 
private, cooperative, or other responsible 
sources, including other types of loans 
made by the Farmers Home Administra¬ 
tion, and when the need for agricultural 
credit in the area is the result of a nat¬ 
ural disaster. Such designation w f ill 
cover a specific period during which 
initial loans will be made but such period 
may be extended by the Secretary. 

(b) When an additional natural disas¬ 
ter occurs in a designated Emergency 
loan area and results in a need for emer¬ 
gency credit which can be met without 
extending the period for approving ini¬ 
tial loans, the State Director, may au¬ 
thorize Emergency loans under the exist¬ 
ing designation to meet the need for 
credit resulting from the additional 
disaster. 

§ 1832.3 Scope of farming operation* to 
be financed with Emergency loans. 

The scope of farming operations to be 
financed with Emergency loans is the 
same as for Operating loans in Part 1831 
of this chapter, except that Emergency 
loans may be made to established opera¬ 
tors of larger than family farms. 

§ 1832.4 Eligibility requirements. 

To be eligible for an Emergency loan, 
an applicant must: 

(a) Be a citizen of the United States, 
if an individual. If a partnership, the 
individual partners must be citizens of 
the United States. 

(b) Be an established farmer or 
rancher, whether owner or tenant, (in¬ 
cluding a partnership or corporation or¬ 
ganized in the United States engaged 
primarily in fanning or ranching). 

(c) Operate in a designated area, or 
in a nondesignated area and have sub¬ 
stantial losses as the result of a recent 
natural disaster not general to the area. 

(d) Possess legal capacity to contract 
for the loan. 

(e) Possess the character, ability, in¬ 
dustry, and experience necessary to 
carry out the proposed farming or ranch¬ 
ing operations and will honestly en¬ 
deavor to carry out the undertakings and 
obligations required of him in connec¬ 
tion with the loan. 

(f) Be unable to obtain sufficient op¬ 
erating credit elsewhere to finance his 
actual needs at reasonable rates and 
terms, taking into consideration prevail¬ 
ing private and cooperative rates and 
terms in the community in or near 
which he resides for loans for similar 
purposes and periods of time. The ap¬ 
plicant’s equity in real estate, chattels. 


<a) Before an Emergency loan to an 
individual is approved, the County Com¬ 
mittee will certify on Form FHA 440-2, 
“County Committee Certification,’’ that 
the applicant is eligible for a loan in ac¬ 
cordance with § 1832.4. In addition, the 
County Committee will establish the 
maximum amount of credit which may 
be extended under the certification to 
meet the actual needs of the applicant 
during the crop year indicated. This 
will not necessarily represent the amount 
w T hich actually will be loaned. 

(b) Before an Emergency loan is made 
to a partnership or corporation, the 
County Committee will certify on Form 
FHA 440-2 that the partnership or cor¬ 
poration is eligible and will recommend 
that a loan be made in an amount not to 
exceed the maximum certified amount 
shown on Form FHA 440-2. 


§ 1832.6 Emm purposes. 


Emergency loans may be made for the 
following purposes: 

(a) Purchase of feed, seed, fertilizer, 
insecticides, and farm supplies; the re¬ 
pair of equipment; and other essential 
farm operating expenses. 

(b) Purchase of livestock to replace 
those lost, destroyed, or disposed of as a 
result of the natural disaster for which 
the area was designated; purchase of 
replacement farm machinery and equip¬ 
ment; and for other farm needs. 

(c) Payment of not more than one 
year’s customary and equitable cash rent 
or cash charges for the use of farm build¬ 
ings, pasture, hayland, cropland for the 
production of feed crops, and grazing 
permits if all of the following conditions 
exist: 

(1) Arrangements cannot be made for 
such rent or charges to fall due at the 
time when income for such payments is 
expected to become available. 

(2) The applicant is obligated under 
a written lease to pay such rent or 
charges in advance of the time when in¬ 
come is expected to become available to 
him for that purpose and the payment 
from loan funds is made in advance oi 


such time. 

(d) Payment of not more than one 
year’s taxes on personal property an 
real estate other than Farm Ownersmp 
and Housing farms; not more than one 
year’s premiums for insurance on pe - 
sonal property and real estate, other tna 
Farm Ownership, Soil and Water Co - 
servation, and Housing farms: social 
Security taxes in connection with mreo 
labor only; and water or drainage 
charges or assessments. 

(e) Payment of bills that wer ®., h 
curred during the crop year for wmen 
the loan Is being made and during P* 
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ous crop years for annual recurring oper¬ 
ating expenses in connection with the 
production of livestock, livestock prod¬ 
ucts, and crops. However, bills incurred 
in connection with livestock, livestock 
products, and crops that have been dis¬ 
posed of, destroyed or lost, may be paid 
only to the extent of the applicant's 
equity in the livestock and equipment 
taken as security for the loan. Loans 
will not be made for the payment of 
bills which: 

(1) Can be paid from the sale of live¬ 
stock, livestock products, or crops to be 
marketed within a few weeks following 
the approval of the loan, or 

(2) Represent an amount beyond the 
applicant’s ability to repay within a rea¬ 
sonable period. 

(f) Payment of not more than one 
year’s interest calculated at a rate not to 
exceed that which is reasonable and cus¬ 
tomary for the area, that is due or about 
to become due on debts secured by liens 
of other creditors on livestock, farm 
equipment, and farm real estate. 

(g) Payment of depreciation in any 
one year not to exceed 15 percent of the 
market value of essential farm equip¬ 
ment under prior lien to another creditor 
or 15 percent of the amount owed to such 
creditor, whichever is lesser. 

(h) Meeting family subsistence needs, 
including premiums on reasonable 
amounts of health and life insurance 
and expenses for medical care. Appli¬ 
cants must understand, however, that 
within the limits of their resources, they 
should plan and carry on adequate food 
production and conservation programs. 

<0 Purchase of essential replacement 
home equipment and furnishings, and 
the payment for home equipment repairs 
required by the applicant family to sus¬ 
tain itself on the farm in a reasonably 
satisfactory manner. 

(J) Expenses incident to loan closing. 

. The replacement or repair of 
Duildings, fences, and drainage or irri¬ 
gation systems, necessary as a direct re¬ 
sult of the natural disaster for which 
the area was designated, in order to 
hnng the farm back to normal produc¬ 
tion and use. 

. (1 * re-leveling of land and the 
earing of debris made necessary as a 
airect result of the natural disaster for 
wmch the area was designated. 

T ? e P urch ase of trees, rootstock, 
wia Plants for reestablishing commercial 
trhil ards or berr y and perennial corps, 
pessary as a direct result of the 

^esisnated SaSter *° r area was 

1116 Payment of bills Incurred for 
fnrr^ eency re P a * rs and improvements to 
;. real es tate, necessary as a direct 
esuit of the disaster, provided it is de- 
thafc ex P en ditures were es- 
*T llal to a preservation of the property 
m ? *; on ^nation of the applicant’s nor- 
had or Uvestock operations, and 

ban ° , made before an Emergency 
loan f° U d be obtainec3 ; and provided the 
a ° rS “ ch pur Poses is approved within 

of t !* onable period flowing designation 
1 wie area. 


§ 1832.7 Loan limitations. 

Emergency loans will not be made: 

(a) To refinance debts, either secured 
or unsecured, except the payment of bills 
as authorized in § 1832.6 (e) and (n). 

(b) To pay Federal or State income 
taxes, or Social Security taxes payable 
by borrowers in their own behalf. 

(c) To purchase passenger automo¬ 
biles. 

(d) To enable an applicant to become 
established or reestablished in farming 
or ranching, or to reorganize his farming 
or ranching operations. 

(e) To enable an applicant to expand 
his farm or ranch operations substanti¬ 
ally in excess of his typical operations 
during the two or three years prior to the 
loan application. 

(f) To finance commercial feed lot 
operations. 

(g) To a landlord to furnish his tenant 
operators, whether share, cash, or stand¬ 
ing rent is paid by these tenants. How¬ 
ever, loans may be made to operating 
landlords or tenants to furnish their 
sharecroppers. 

(h) To an applicant whose debts have 
been settled pursuant to Part 1864 and 
Part 1872 Subpart A, of this chapter, un¬ 
less the requirements of § 1831.8(e) of 
this chapter are met. 

(i) To finance unproven types of 
fanning operations in an area. 

§ 1832.8 Relationship with other types of 
Farmers Home Administration loans. 

Initial Emergency loans, instead of 
initial Operating loans will be made to 
eligible applicants who need credit which 
can be scheduled for repayment in full 
from the first year’s operations. Other¬ 
wise, initial Emergency loans will not be 
made to other applicants whose credit 
needs can be met with another type of 
Farmers Home Administration loan. 

§ 1832.9 Rates and terms. 

Interest will be charged at the rate of 
3 percent per annum on all Emergency 
loans. Interest will accrue from the date 
of the loan check on outstanding princi¬ 
pal only and will not be compounded. 
Loans will be scheduled for payment as 
follows: 

(a) Payments of principal will be 
scheduled on the note in accordance with 
the borrower’s reasonable ability to pay, 
determined by an analysis of his farm 
and home operations as reflected in his 
farm and home plans. Principal pay¬ 
ments on such loans will be scheduled at 
least annually, unless it is determined 
that income sufficient to meet the initial 
payment will not be received within 12 
months from the date of the loan check, 
in which case the initial payment may be 
scheduled on a date coinciding with the 
date the income is to be received, but not 
beyond the end of the second full crop 
year following the date of the loan. At 
least one payment will be scheduled dur¬ 
ing each 12-month period thereafter. In 
no event will any payment be scheduled 
later than seven years from the date of 
the loan check, except as provided in sub- 
paragraph (4) of this paragraph. 

(1) Advances for annual recurring 
operating expenses will be scheduled for 


payment when the principal income from 
the year’s operations normally would be 
received. This includes advances for the 
payment of bills incurred in connection 
with the current year’s operations, in¬ 
terest, taxes, and depreciation. 

(2) Advances to purchase or produce 
feed for productive livestock, or livestock 
to be fed for the market, will be sched¬ 
uled for payment when the principal in¬ 
come from the sale of such livestock or 
livestock products can be expected. 

(3) Advances for the purchase of farm 
and home equipment will ordinarily be 
scheduled for payment over a period not 
to exceed five years. In determining the 
payment period for advances made for 
such purposes, the loan approval official 
will give careful consideration to the 
useful life of the property and the fact 
that repayment on such advances must 
more than offset depreciation, including 
obsolescence, of the equipment if the bor¬ 
rower is to make financial progress. 

(4) Advances for real estate purposes, 
secured primarily by real estate liens, 
may be scheduled over periods not to ex¬ 
ceed 20 years. 

(5) Advances for purposes other than 
those enumerated in subparagraphs (1), 
(2), (3), and (4) of this paragraph will 
be scheduled for payment over the min¬ 
imum period consistent with the appli¬ 
cant’s ability to pay, as determined from 
an analysis of the farm and home opera¬ 
tions. In no instance may the payment 
schedule extend beyond the useful life 
of the security offered for the advance. 

§ 1832.10 Security policies. 

(a) Emergency loans for other than 
real estate purposes will be secured as 
follows: 

(1) Crops, title to which is held by the 
borrower. By a first lien on the appli¬ 
cant’s crops, or his share of the crops, 
if he is a share tenant, which are grow¬ 
ing or to be grown by him, subject only 
to: 

(1) The landlord’s lien on the crops for 
reasonable share rent for the current 
year. 

<ii) The real estate mortgagee’s lien 
or real estate purchase contract holder’s 
lien on the crops for the current year's 
installment on the real estate debt, pro¬ 
vided such installment is reasonable 
when related to the normal rental 
charges for similar farms in the area. 

(iff) The lien of another creditor on 
particular crops for advances made or 
to be made by him to produce such crops 
provided no advances will be made by 
the Fanners Home Administration in 
connection with such crops. 

(iv) The contract of another creditor 
or the lien in connection with such con¬ 
tract on particular crops for advances 
made or to be made by him to produce, 
harvest, process, or market such crops, 
provided the crops are under written con¬ 
tract with the creditor, and the contract 
limits advances to production, harvest¬ 
ing, processing, or marketing costs in 
connection with the contract crop or to 
the purposes related thereto. 

(2) Crops grown under contract when 
title to the crop is held by the contrac¬ 
tor. When a crop is being produced, 
harvested, processed, or marketed by the 
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applicant under an equitable written con¬ 
tract with a responsible contractor and 
title to the crop is retained by such con¬ 
tractor, loans may be made in connection 
with such crops provided: the contrac¬ 
tor limits his advances to production, 
harvesting, processing, or marketing 
costs in connection with the contract 
crop or to purposes related thereto; and 
an assignment of all or a part of an ap¬ 
plicants share of the income from the 
crop is taken by the Farmers Home Ad¬ 
ministration and is accepted in writing 
by the contractor holding title to the 
crops. The assignment will be in an 
amount at least equal to the amount 
planned to be paid on the applicant’s 
Farmers Home Administration indebted¬ 
ness from such crops. However, when 
no payment is expected to be made on 
the loan from the crops, an assignment 
will not be required. The form for use 
in obtaining such assignments will be 
approved by the Office of the General 
Counsel. 

(3) Livestock, farm equipment , and 
facilities purchased with loan funds. By 
a first lien on all livestock, including 
poultry and farm equipment and facil¬ 
ities, including buildings and fixtures 
which can be made subject to a valid 
chattel lien and on any undivided in¬ 
terest in such property purchased with 
the proceeds of the loan. How r ever, liens 
will not be taken on poultry kept pri¬ 
marily for subsistence purposes, on 
household goods and equipment, on small 
tools, and equipment. 

(1) An applicant obtaining a loan for 
the purchase of an undivided interest in 
livestock, farm equipment, or facilities 
will secure his loan by a mortgage on his 
undivided interest in the item purchased, 
along with any other security required 
by this section. Each party having 
an undivided interest in the livestock, 
farm equipment, or facility purchased 
will execute Form FHA 441-12, “Agree¬ 
ment for Disposition of Jointly-Owned 
Property,” providing for the disposition 
of his interest in the property. However. 
Form FHA 441-12 will not be required 
when a tenant and landlord own prop¬ 
erty jointly and the lease provides for 
satisfactory division of such property or 
the proceeds from its sale, or when a 
joint mortgage is taken to secure loans 
to two individuals jointly engaged in 
farming. 

(4) Other livestock and farm equip¬ 
ment of security value. By the best lien 
obtainable on as much of the other live¬ 
stock, poultry, and farm equipment of 
significant security value owned by the 
applicant at the time the loan is ap¬ 
proved as is necessary to protect the 
interest of the Government. This will 
include any undivided interest in such 
property owned by the applicant jointly 
with others who have an interest in the 
farming operation. 

(i) Ordinarily, liens should not be 
taken on only part of a herd or flock 
due to the security servicing problems 
involved. 

(ii) Liens should not be taken on small 
equipment and tools, household goods 
and equipment, passenger automobiles, 
or livestock or poultry kept primarily for 


subsistence purposes, or on undivided in¬ 
terest in farm equipment or facilities 
owned Jointly by the applicant or others 
who have no interest in the farming 
operation. 

(5) Liens and assignments to protect 
the GovemmenVs interest in feed pur - 
chased or produced with loan funds. 
Loans made to purchase or produce feed 
for livestock being fed for market or to 
be fed to productive livestock (excluding 
livestock and poultry kept primarily for 
subsistence purposes) will ordinarily be 
secured by 'Irst liens on such livestock. 
However, when a first lien cannot be 
obtained, the loan will be secured by liens 
or assignments as provided below: 

(i) When the livestock will be owned 
by the applicant and a first lien cannot 
be obtained, a junior lien will be taken, 
provided it is determined that the ap¬ 
plicant has, or will acquire during the 
feeding period, an equity in the livestock 
being fed or will receive income from 
livestock or livestock products, either of 
which must be commensurate with the 
investment made for this purpose; and 
provided prior lien holders sign Form 
FHA 441-13, “Division of Income and 
Nondisturbance Agreement,” or similar 
form approved by the Farmers Home 
Administration, agreeing to a suitable 
nondisturbance period and to a division 
of the income to be received from the 
livestock and livestock products, which 
will permit the applicant to pay his loan 
in accordance with the policies expressed 
herein. However, when no payment is 
expected to be made on the loan from the 
livestock or livestock products. Form 
FHA 441-13 will not be required. 

(ii) When the livestock enterprise is 
to be managed by the applicant under a 
livestock share lease, share agreement, 
or contract, and the income to be re¬ 
ceived therefrom will be from the live¬ 
stock fed, or from livestock products, an 
assignment of all or a part of such income 
will be taken provided the owner or pur¬ 
chaser of the livestock or livestock 
products accepts in writing the assign¬ 
ment. The assignment will be in an 
amount at least equal to the amount 
planned to be paid on the applicant's 
Farmers Home Administration indebt¬ 
edness from such income. The form for 
use in obtaining such assignments will 
be approved by the Office of the General 
Counsel. However, when no payment is 
expected to be made on the loan from 
the livestock or livestock products, an 
assignment will not be required. When 
the borrower’s compensation under the 
livestock share lease, share argeement, 
or contract is livestock increase, the ap¬ 
plicant will be required to agree in writ¬ 
ing at the time the loan is made to give 
a first lien on such increase as soon as 
an effective lien can be taken, unless an 
after-acquired property clause in an 
existing lien instrument will provide 
such a first lien. 

(6) Assignments of crop insurarice. 
Assignments of all or a part of crop in¬ 
surance proceeds will be taken when the 
loan approval official determines such 
action is necessary to protect the in¬ 
terests of the Government. However, an 
assignment is not required in cases where 


a crop insurance policy contains a stand - 
mortgage clause naming the Farmers 
Home Administration as mortgagee. 

(7) Assignments of proceeds from sale 
of agricultural products . When loans 
are made to finance dairy or commercial 
egg enterprises from which payments are 
expected, assignments will be taken on 
the milk or egg income to assist in ob¬ 
taining regular payments as income is 
received whenever it is possible to ob¬ 
tain an agreement from the purchaser to 
honor the assignments. The assign¬ 
ment will be in an amount sufficient to 
meet repayments planned from the 
source. Assignments of proceeds from 
the sale of other agricultural products 
or agricultural income, including wool 
incentive and Agricultural Conservation 
Program payments, will be taken when 
necessary to protect the interest of the 
Government and can be obtained. 

(8) Severance Agreements. When 
Emergency loan funds are used to pur¬ 
chase property which is or may become 
attached to real estate and it is neces¬ 
sary to sever such property from real 
estate to meet the security requirements 
contained in subparagraph (3) of this 
paragraph. Form FHA 440-6, “Severance 
Agreement," will be obtained. 

(9) Real estate. The best lien ob¬ 
tainable will be taken as additional 
security when in the opinion of the loan 
approval official such a lien is needed to 
adequately protect the Government’s in¬ 
terest. When a lien is required as addi¬ 
tional security, an appraisal of the farm 
will not be necessary and title evidence 
wiU not be required. Property insurance 
will be required only when the loan ap¬ 
proval official determines that insurance 
is necessary to protect the Government s 
interest. 

(b) Advances for real estate repairs 
and improvements will be secured, ex¬ 
cept as provided in subparagraph (7) of 
this paragraph, only by liens on real es¬ 
tate in which the applicant has suffi¬ 
cient equity to provide adequate security 
for the loan, subject to the following: 

(1) The determination of the appli¬ 

cant’s equity in the real estate offered 
as security will be based on an appraisal 
of the property by a qualified Farmers 
Home Administration employee au “J° r " 
ized to appraise farms, using Forms fha 
422-1, “Appraisal Report," and related 
forms. However, when the amount oi 
the loan does not exceed $5,000. tne 
County Supervisor may make the W- 
praisal in which event only Parts - 
and 7 of Forms FHA 422-1 will be com¬ 
pleted. , 

(2) If the property is held under * 
purchase contract, it must be determinea 
that the applicant has a mortgageable 
interest in the property and that me 
purchase contract is not subject to _ s 
mary cancellation upon default, and '■ 
not contain other provisions whichmigtu 
jeopardize the Governments secant, 
position or the borrower’s ability to repa. 

thetoan. ^ Qf the prIor Hens Matas* 

the property contain future ? ht 

visions, or other provisions which mib 
jeopardize the security position of tn 
Government or the applicant s 
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to meet his obligations under these prior 
liens and also repay his Emergency loan, 
the prior lienholders involved must agree 
in writing before the loan is closed, to 
modify, waive, or subordinate such ob¬ 
jectionable provisions. This usually will 
be accomplished on Forms FHA 446 or 
427-8, “Agreement with Prior Lienhold¬ 
er.” subject to any modifications neces¬ 
sary to meet legal requirements for clos¬ 
ing a particular loan. 

(4) In states where a prior lienholder 
may foreclose his security instrument 
under power of sale or otherwise and 
extinguish junior hens of private parties 
without making junior lienholders par¬ 
ties or giving them actual notice and a 
junior lien on real estate is to be taken 
as security for the loan, the prior hen- 
holders must agree in writing to give 
the Government advance notice of fore¬ 
closure or assignment of the mortgage. 
Such agreements will be recorded when 
legally permissible. 

(5) If there are insurable buildings 
located on the property, or if new build¬ 
ings are to be erected or major im¬ 
provements made to existing build¬ 
ings, the applicant will provide ade¬ 
quate property insurance coverage, at 
the time of loan closing or as of the date 
materials are delivered to the property, 
as appropriate, in accordance with the 
provisions of Part 1806 of this chapter. 

(6) If insurance claims for loss or 
damage of buildings to be replaced or 
repaired with loan funds are outstand¬ 
ing at the time the loan is made, the 
applicant will be required to agree in 
writing for the proceeds of such claims 
to be used for replacement or repair of 
buildings or to be paid to the Govern¬ 
ment for application on the loan when 
settlement is made, or for such proceeds 
to be apphed on debts secured by prior 
liens. 


<7) When a relatively small amount 
is being advanced for real estate pur¬ 
poses and it can be secured adequately 
by a first lien on chattel property and 
repaid over a period not in excess of five 
years, such a lien may be taken in lieu 
of a lien on real estate, provided the 
taking of a chattel lien will not inter¬ 
fere with the applicant’s ability to ob¬ 
tain operating credit during that 
Period. 


. ( ? ) When a loan is made which In¬ 
cludes funds for operating expenses, and 
tk Purposes other than under 

ne circumstances described in para- 
graph (b)(7) of this § 1832.10, only one 
oan docket will be prepared. However, 
ai ? d vouc hers will be prepared 
separately for the amounts of loan funds 
be used for each of these two pur- 

fon° s • arMi * oan be secured ** 


«.. That P° rtion of the loan made for 
An?u ati ? g Purposes will be secured as 
un <ter paragraph (a) of this 
anv u and als0 * legally possible, by 
f 0l T ue ®® taken to secure advances made 
adi/o^ 1 e ^tate purposes. The notes for 
'or operating purposes will be 
111 l>oth the cr °P and Chattel 
and the real estate mortgage. 
rt*i « * at Portion of the loan made for 
estate purposes will be secured as 


outlined under paragraph (b) of this 
§ 1832.10. The notes for advances for 
real estate purposes will be described 
only in the real estate mortgage, unless 
scheduled for repayment within five 
years and a chattel lien is obtained in 
accordance with paragraph (b)(7) of 
tills § 1832.10. 

§ 1832.11 Loan approval. 

(a) Administrative determinations and 
responsibilities. When the County Com¬ 
mittee certification has been made, the 
loan approval official will determine 
administratively whether: 

(1) The applicant is eligible and likely 
to be successful in the proposed opera¬ 
tions and to achieve the objectives of 
the loan. 

(2) The applicant has satisfactory 
tenure arrangements for the farm to be 
operated. 

(3) The proposed farm and home op¬ 
erations of the applicant are reasonably 
sound. 

(4) The loan is sound and can be re¬ 
paid from income as scheduled. 

(5) The amount of the loan and the 
purposes for which the funds are to be 
used are consistent with the applicant’s 
needs and are for authorized purposes. 

(6) The security requirements can be 
met. 

(7) The certifications required of the 
applicant and County Committee have 
been made and are a part of the loan 
docket. 

(8) The loan meets all other Farmers 
Home Administration requirements. 

(b) Authority. State Directors are 
authorized hereby to approve Emergency 
loans in accordance with the require¬ 
ments of Part 1832 of this chapter. How¬ 
ever, no initial or subsequent Emergency 
loan may be approved by the State Direc¬ 
tor without the consent of the National 
Office if the loan being made will cause 
the total principal balance of any Emer¬ 
gency-type loans (including Special 
Livestock loans) plus the total principal 
balance owed on Operating loans (in¬ 
cluding Production and Subsistence 
loans) to exceed $25,000; or the appli¬ 
cant is indebted for a Farmers Home 
Administration Real Estate loan or such 
a loan is being made, and the total prin¬ 
cipal balance on all indebtedness to, or 
insured by. Farmers Home Administra¬ 
tion will exceed $50,000. However, when 
the National Office has concurred in the 
approval of an Emergency loan as pro¬ 
vided under the above limitations, the 
case need not be resubmitted to the Na¬ 
tional Office in connection with requests 
for additional Emergency loans unless 
the additional loan being made would 
cause the total principal balance owed 
on Emergency-type loans and Operating 
loans to exceed $35,000; major changes 
are made in the planned farm and home 
operations; or the borrower has not 
made satisfactory progress in repaying 
the previous loan. 

(c) Redelegation of authority. Except 
for loans as described in paragraph (d) 
of this § 1832.11, State Directors are 
authorized hereby to redelegate and to 
restrict or revoke such redelegations to 
qualified State Office employees, in¬ 


cluding Area Supervisors, and County 
Supervisors, GS-7 Assistant County 
Supervisors, and Emergency loan Super¬ 
visors, his authority to approve Emer¬ 
gency loans subject to the following 
limitations: 

(1) Area Supervisors may not be 
authorized to approve a loan to an appli¬ 
cant which will cause the total principal 
balance of any Emergency-type loan 
(including Special Livestock loans) plus 
the total principal balance owed on 
Operating loans (including Production 
and Subsistence loans) to exceed 
$18,000. 

(2) County Supervisors. GS-7 Assis¬ 
tant County Supervisors, and Emergency 
Loan Supervisors may not be authorized 
to approve a loan to an applicant which 
will cause the total principal balance of 
any Emergency-type loan (including 
Special livestock loans) plus the total 
principal balance owed on Operating 
loans (including Production and Sub¬ 
sistence loans) to exceed $12,000. 

(d) Loans in nondesignated areas . 
Within the limitations of the loan ap¬ 
proval authority delegated in paragraph 
(b) of this § 1832.11, State Directors are 
authorized hereby to approve Emergency 
loans for eligible applicants in nondesig¬ 
nated areas, including partnerships and 
corporations engaged primarily in farm¬ 
ing or ranching, who have suffered severe 
production losses resulting from a nat¬ 
ural disaster not general to the area. 
This authority may not be redelegated 
to Area Supervisors. County Super¬ 
visors. GS-7 Assistant County Super¬ 
visors, or Emergency Loan Supervisors. 

(e) Subsequent loans. Subsequent 
Emergency loans may be made within 
the limitations, policies, and authorities 
contained herein, without regard to the 
termination date for making initial 
loans, when the applicant is still unable 
to obtain credit from other sources be¬ 
cause of the natural disaster which 
caused the designation of the area, or the 
subsequent loan is necessary to protect 
the Government’s interest in Emergency 
loans, previously made, including Pro¬ 
duction Emergency, Economic Emer¬ 
gency, Special Emergency, and Special 
Livestock loans. In either event, there 
must be reasonable assurance that the 
subsequent loan will be repaid and the 
balances owed on previous loans will be 
repaid or substantially reduced within a 
reasonable period. 

(f) Loans to paid-up borrowers. With 
the prior concurrence of the Admin¬ 
istrator, the State Director may author¬ 
ize additional loans on an area basis to 
otherwise eligible applicants who re¬ 
ceived Emergency loans during the 
previous year and have repaid their 
Emergency accounts in full but are still 
unable, because of the natural disaster 
w’hich caused the designation of the area, 
to obtain needed credit from other 
sources. The prior concurrence of the 
Administrator may be requested only 
when a substantial number of paid-up 
borrowers in an area are unable to ob¬ 
tain from other sources the credit re¬ 
quired to continue their normal farming 
or livestock operations. This authority 
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does not relate to paid-up Production 
Emergency loan borrowers. 

§ 1832.12 Subsequent Emergency loans 
to cranberry growers. 

Subsequent Emergency loans to eligible 
and qualified cranberry growers will be 
made and processed in accordance with 
the requirements of this Part 1832 of this 
chapter except as provided for in this 
§ 1832.12. A subsequent Emergency loan 
as used in this § 1832.12 is an Emergency 
loan to a cranberry grower who is in¬ 
debted for an Emergency loan or a Pro¬ 
duction Emergency loan previously 
made. 

(a) Eligibility. Section 1832.4 of this 

Subpart A is supplemented by the fol¬ 
lowing: 

(i) If the applicant is a partnership 
or corporation, it must be determined 
that the partners or principal stock¬ 
holders are unable personally to finance 
the operations involved or to obtain the 
necessary credit for this purpose. 

(ii) The applicant will personally 
manage the cranberry operations in¬ 
volved. If the applicant is a partner¬ 
ship or corporation, the operations must 
be under the personal direction of a 
partner or principal stockholder. 

(b) Loan purposes. Loans to cran¬ 
berry growers will be restricted to the 
purposes authorized in paragraphs (a), 
<d>. (f). (h), and <j> of § 1832.6 of this 
Bubpart A. In addition, loans may in¬ 
clude funds for the payment of bills al¬ 
ready incurred for annual recurring ex¬ 
penses in connection with the cranberry 
crop being financed and to make neces¬ 
sary repairs to machinery and irrigation 
equipment. 

(c) Rates and terms. Section 1832.9 of 
this Subpart A is modified to provide 
that loans to cranberry growers will be 
scheduled for repayment as the income 
from the crop being financed iz expected 
to be received. 

<d) Security. Section 1832.10 of this 
Subpart A is supplemented to provide 
that an assignment will be obtained on 
the cranberry crop being financed and 
accepted by the marketing facility. 

§ 1832.13 Emergency loans for orchard 
rehabilitation and other related pur¬ 
poses. 

Emergency loans for orchard rehabili¬ 
tation and other related purposes will be 
made subject to the requirements of this 
Part 1832, except as modified and sup¬ 
plemented by this § 1832.13, which shall 
be effective only upon order by the Ad¬ 
ministrator for use in a particular area. 

(a) Definition. '‘Orchard rehabilita¬ 
tion’* means the renovation or reestab¬ 
lishment of orchards made necessary be¬ 
cause of major damage resulting from 
natural disasters. This includes either 
complete or partial rehabilitation. 

(b) Eligibility. Section 1832.4 of this 
Subpart A is modified to the extent that 
loans under this § 1832.13 will be made 
only to owner-applicants. 

(c) Loan purposes. Emergency loans 
may be made to eligible orchardists for 
rehabilitating diseased or destroyed or¬ 
chards; continuing the normal operation 
of fruit trees which have not been dam¬ 


aged by disease or other natural disaster; 
and establishing new agricultural or 
livestock enterprises to take the place, 
completely or partially, of diseased or 
destroyed fruit trees. Such loans may be 
made for the purposes specifically au¬ 
thorized by § 1832.6 of this Subpart A ex¬ 
cept as modified below: 

(1) The purposes authorized by para¬ 
graphs (c), (i), and (n) of § 1832.6 of 
this Subpart A are not applicable. 

<2) Paragraph (b) of § 1832.6 of this 
Subpart A is modified to permit the ad¬ 
vance of loan funds to purchase live¬ 
stock and equipment as necessary to 
establish new enterprises. 

(3) Paragraph (e) of § 1832.6 of this 
Subpart A is modified to provide only for 
the payment of bills incurred during the 
crop year for which the loan is made 
for annual recurring expenses in con¬ 
nection with the production of livestock, 
livestock products, and crops yet to be 
sold. 

(4) Paragraph (h) of § 1832.6 of this 
Subpart A is modified to provide that 
advances will not be made for family 
subsistence to an applicant for only an 
orchard rehabilitation loan unless his 
full time will be required for orchard 
rehabilitation, and then only if other 
arrangements cannot be made for meet¬ 
ing subsistence expenses. 

(5) Paragraph (k) of § 1832.6 of this 
Subpart A is modified to provide for the 
purchase and installation of fencing, as 
necessary to protect replanted orchards; 
and the purchase and installation of 
needed irrigation systems when a Soil 
and Water Conservation loan cannot be 
made. 

(6) Loans may be made to enable es¬ 
tablished orchard owners who are other¬ 
wise eligible for Emergency loans to re¬ 
habilitate orchards for the production 
of the same type of fruit, or for the pro¬ 
duction of a different type of fruit 
suitable for the area when the applicant 
has had adequate experience to assure 
reasonable prospects of success with 
that type of fruit. For example, a dis¬ 
eased pear orchard may be rehabilitated 
for the production of apples. Loans for 
orchard rehabilitation may be made 
only to applicants who are otherwise 
eligible and who agree to replant with 
the species of trees approved by the 
Fanners Home Administration. Trees 
used for orchard rehabilitation will be 
certified to in writing by the selling 
nurseryman. 

(7) Establishing new enterprises. 
Loans may be made to otherwise eligible 
orchardists to enable them to reorganize 
their operations to include field crops, 
pastures, livestock enterprises, or other 
agricultural enterprises when tills can 
be done on a sound basis with applicants 
who have had adequate experience to 
assure reasonable prospects for success. 
This may include the interplanting of 
crops in orchards during the first few 
years of the rehabilitation period. 
When an applicant is receiving an 
Emergency loan for orchard rehabilita¬ 
tion and also for other purposes, sepa¬ 
rate notes will be used to evidence the 
advances for orchard rehabilitation and 


for other purposes. In such case, the 
amounts to be advanced for orchard re¬ 
habilitation will be itemized in Form 
FHA 431-2, "Farm and Home Plan." 

(d) Rates and terms. Section 1832.9 
of this Subpart A is modified hereby to 
provide that advances for orchard re¬ 
habilitation will be scheduled for repay¬ 
ment in annual installments over the 
shortest period consistent with the ap¬ 
plicant’s estimated repayment ability 
from all sources, including income from 
other crops, livestock, and outside em¬ 
ployment, but not to exceed 20 years 
from the date of the initial loan. If the 
applicant will not have income from 
crops, livestock, or other sources which 
would enable him to make earlier an¬ 
nual payments, repayments on advances 
for orchard rehabilitation, including in¬ 
terest when necessary, may be deferred 
until income is to be received from the 
rehabilitated fruit trees. When the loan 
approval official determines that a por¬ 
tion of the interest that will accrue as 
of the due date of the first principal 
installment should be deferred, the fol¬ 
lowing change in Form FHA 441-1, 
"Promissory Note,’’ should be made: 

(1) Change the period to a comma at 
the end of the first sentence of the sec¬ 
ond paragraph, insert an asterisk, and 
then type the following on the margin 
or below the printed language of the note 
and have it initialed by the signers: 
"except that at least one-half of the in¬ 
terest accrued to the due date of the first 
principal installment may be paid on 
that date and the balance of such inter¬ 
est on the second principal installment 


due date.” 

(e) Security. Emergency loans for 
orchard rehabilitation will be secured in 
accordance with 5 1832.10(b) of this Sub¬ 
part A. Amounts loaned for purposes 
other than orchard rehabilitation will 
be secured in accordance with the ap¬ 
plicable requirements of § 1832 . 10 * a > of 
tliis Subpart A and, in addition, by the 
best lien obtainable on real estate when 
such additional security is needed to 
adequately secure the loan. 

(f) Loan approval and administrative 
determinations. Before an Emergency 
loan is made for orchard rehabilitation, 
the loan approval official will make tne 
following determinations in addition w> 
those required by § 1832 . 11 <a> of * 
Subpart A: 

(1) The applicant will have reasonable 
prospects of repaying the total 
it will be necessary to borrow tor ^orchara 
rehabilitation. This determination win 
be based on a careful analysis o 
estimated costs and income, and - 
obligations, by years, for the rehabmta 
tion period, and the same information 
for a typical year after normal P 
tion is achieved. The estimated costs 
will include both operating and liv- « 

eX ?2 e ) nS £e current market value* the 
applicant’s farm real e * ate 
tated will be not less than tbe total 
the debts secured by liens on theproperty 
plus the estimated total cost of t e re_ 
habilitation, as defined above. T 1 '* f sa i 
termination will be based on an app- 
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made In accordance with § 1832.10(b) (1) 
of this Subpart A. 

(3) The applicant will be able to make 
satisfactory arrangements, on an annual 
basis, with regard to annual installments 
on real estate debts and other fixed obli¬ 
gations. When necessary, in the opinion 
of the loan approval official, annual non¬ 
disturbance agreements will be obtained 
from creditors in position to interfere 
with the applicant's orchard operations. 

§ 1832.14 Loans to oyster planters. 

(a) General. Emergency loans may 
be made to established oyster planters 
to enable them to continue their normal 
oyster planting operations, including an¬ 
nual operating costs as well as expenses 
of rehabilitating oyster planting opera¬ 
tions when necessary. Such loans will 
be subject to the requirements of Subpart 
A of this Part 1832. except as modified 
and supplemented by this § 1832.14. 
Emergency loans are the only type of 
Farmers Home Administration loan 
which may be made to finance oyster 
planting operations. 

(b) Definitions. (1) “Oyster plant¬ 
ing” means renovating oyster seed beds 
and planting, caring for, cultivating, and 
harvesting planted oysters on the appli¬ 
cant's owned or leased oyster ground. 
Other types of oyster operations, such 
as contract planting and gathering wild 
oysters, are not “oyster planting” opera¬ 
tions within the intent of this § 1832.14. 

(2) “Oyster planter" means, one who 
performs or actively manages oyster 
planting functions, described in subpara¬ 
graph (b) of this § 1832.14, as his own 
operations, on owned or leased oyster 
ground. An operator who performs any 
or ail of these functions other than his 
own oyster planting operations, or is self- 
employed or employed by others in any 
type of oyster operations or marine life 
operations other than oyster planting 
operations as described in this paragraph 
o* of this § 1832.14, is not considered an 
oyster planter. However, these activities 
on a limited basis would not disqualify 
an applicant who conducts oyster plant¬ 
ing operations. 

nnl 3 \: Re k a bttitating oyster planting 
Perations" means, restoring such opera- 
j° formal pattern. Generally, a 
nfanfli 0f three years ls required for 
d r?T sters t0 reach the harvesting 
«. ^ f? normal pattern for oper- 
pl ? nt one ~third of their oyster 
fnr U c «i eacb year in order to have a crop 
SufSJS e ^ ch year. When all of an ap- 
a n a Pinnted oysters are destroyed by 

a n dlsaster * the rehabilitation to 
renio^? aI pattern generally consists of 
one-third of the applicant's 

SdSS“ d ^ uring the flrst year ’ one ~ 

third second year, and one- 

tion^ the third year. The opera- 

n ormal h nftff WU1 haVC been restored to a 
in K c J JL attern and subsequent replant- 
n ot b a b year wiU *>e n urmal and will 
Purposed dered ** t0T rehabilitation 

variation* 35*°^ that there may be 
Planting th * nonn al Pattern of oyster 
J naki^ rt ? P i erat ons 111 some areas. The 

to the proving* wil ? always be adapted 
Proven normal pattern of the area. 


Therefore, when the normal pattern of 
a particular designated or nondesignated 
area differs from that described in this 
§ 1832.14, the State Director will report 
the matter to the National Office for ad¬ 
ditional instructions. 

(4) “Oyster ground" means, ground 
under water on which oyster planting 
operations are conducted. 

(c) Designation of Emergency loan 
areas. Section 1833.2 of this Subpart A 
is supplemented hereby to provide that 
Emergency loans can be made to oyster 
planters in designated areas only if the 
area designation specifies that such loans 
may be made. 

(d) Eligibility requirements. Section 
1832.4 of this Subpart A is supplemented 
by the following: 

(1) Section 1832.4(b) of this Subpart A 
is supplemented to require the following: 

(1) The applicant must actively man¬ 
age his oyster planting operations. An 
applicant who does not devote full time 
to his oyster planting operations may be 
considered as the active manager if he 
exercises control and visits the opera¬ 
tions often enough to give instructions 
and see that they are carried out. Ap¬ 
plicants w r ho visit their operations only 
infrequently or who have entrusted 
management to some other individual 
or firm cannot meet this requirement. If 
a partnership or corporation, the oper¬ 
ations must be actively managed by a 
principal partner or stockholder. 

(ii) The applicant must furnish satis¬ 
factory evidence from other reliable 
sources, such as banks and other lenders, 
buyers, and lessors, of a good record of 
oyster planting operations in the past. 

(iii) The applicant must agree in writ¬ 
ing to abide by any Federal and State 
laws or regulations applicable to oyster 
planting operations in his area. 

(2) Section 1832.4(f) of this Subpart A 
is supplemented to require that the ap¬ 
plicant must be unable to provide the 
needed funds from his own resources or 
to obtain credit from other responsible 
sources. For partnerships or corpora¬ 
tions, the partners or principal stock¬ 
holders must be unable to provide the 
needed funds from their personal re¬ 
sources or to obtain credit from other 
responsible sources. 

(e) Loan purposes. Section 1832.6 of 
this Subpart A is not applicable. In¬ 
stead, Emergency loans to eligible oyster 
planters may be made for the following 
purposes: 

(1) Purchase of seed oysters and oyster 
planting supplies; the repair of oyster 
planting machinery or equipment; pur¬ 
chase of replacement oyster planting 
machinery and equipment; and other es¬ 
sential operating expenses, including 
funds for oyster seed bed renovation. 

(2) Family subsistence needs for ap¬ 
plicants who devote a major portion of 
their time to their oyster planting oper¬ 
ations when funds are not available 
from other sources for this purpose. 

(3) Payment of not more than a year's 
interest calculated at a rate not to ex¬ 
ceed that which is reasonable and cus¬ 
tomary for the area, that is due or about 
to become due on debts secured by liens 
of other creditors on equipment and real 


estate essential to the applicant’s oyster 
planting operations. 

(4) Payment of not more than one 
year’s customary and equitable cash 
rent or cash charges for the use of 
grounds leased for oyster planting oper¬ 
ations, provided other arrangements 
cannot be made for the payment of rent 
and the applicant holds a written lease. 

(5) Payment of not more than one 
year's taxes on personal property and 
real estate other than Farm Ownership 
or Rural Housing farms; payment of not 
more than one year’s premiums for in¬ 
surance on personal property and real 
estate other than on Farm Ownership, 
Soil and Water Conservation, and Rural 
Housing farms; and payment of Social 
Security taxes in connection with hired 
labor only. 

(6) Expenses incident to loan closing. 

(f) Loan limitations. Section 1832.7 of 
this Subpart A is supplemented to pro¬ 
hibit making any Emergency loan to fi¬ 
nance an applicant’s oyster planting 
needs, rehabilitation or otherwise, for a 
period longer than one crop year at a 
time. This is not intended, however, to 
prohibit subsequent loans in succeeding 
years on a crop year basis. This pro¬ 
hibits deals only with loan making and 
not with scheduling loans for repayment. 

(g) Repayment terms. (1) Emergency 
loans for authorized purposes in connec¬ 
tion with the rehabilitation of oyster 
planting operations, including annual 
operating expenses during the rehabili¬ 
tation period, will be scheduled for re¬ 
payment over the shortest period con¬ 
sistent with the applicant's estimated re¬ 
payment ability from all sources, but not 
longer than three years from the date 
of the loan. Also, if the applicant will 
not have income from any source which 
would enable him to make earlier repay¬ 
ments, the full amount may be scheduled 
for repayment in the third year. 

(2) Emergency loans to oyster plant¬ 
ers for other than rehabilitating oyster 
planting operations will be scheduled for 
repayment strictly in accordance with 
§ 1832.9 of this Subpart A. Amounts ad¬ 
vanced for annual operating expenses 
during a rehabilitation period will be 
considered as for rehabilitation purposes 
but that any advanced for normal an¬ 
nual replantings will not be considered 
as for rehabilitation purposes. 

(h) Security. Section 1832.10 of this 
Subpart A is not applicable. Instead, 
Emergency loans to oyster planters will 
be secured by a first lien on all oysters 
planted or to be planted by the appli¬ 
cant, a flrst lien on all replacement ma¬ 
chinery and equipment purchased with 
loan funds, the best lien obtainable on all 
other machinery and equipment of se¬ 
curity value, the best lien obtainable on 
all real estate of security value owned 
by the applicant, an assignment of leases 
on oyster grounds held by the applicant, 
when possible, an assignment of income 
from the sale of oysters or other produce, 
and liens on such other property of se¬ 
curity value as the loan approval official 
determines is necessary. Insurance will 
be required on buildings, machinery, and 
equipment, especially boats, serving as 
security for the loan, when the loan ap- 
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proval official determines this is neces¬ 
sary to protect the Government’s inter¬ 
est. Insurance obtained on buildings 
will be in accordance with Part 1806 of 
this chapter. Insurance obtained on 
ether property will be in such form, 
amount, and against such hazards as 
the loan approval official requires with 
policy assignment or mortgage clause in 
favor of the Government. 

(i) Loan approval. Section 1832.11(a) 
of this Subpart A is supplemented to re¬ 
quire the following additional determi¬ 
nations by the loan approval official: 

(1) That the applicant either owns or 
has under lease sufficient acreage in oys¬ 
ter grounds to justify the loan. 

(2) That if grounds are leased, the 
lease arrangements are such that the 
applicant will have secure tenure during 
the term of the loan with reasonable 
rental terms. 

(3) That the applicant will have rea¬ 
sonable prospects for repaying the loan 
on schedule. This determination will be 
based on a careful analysis of estimated 
costs and income and fixed obligations 
by years until normal operations are 
achieved, and the same information for 
a typical year with normal sales. 

(4) That the applicant will furnish 
prior to loan closing a statement indi¬ 
cating his plans for selling the oysters 
or other produce. 

(j) Processing. Emergency loans to 
oyster planters will be processed in ac¬ 
cordance with the applicable require¬ 
ments of Subpart B of this Part 1832, 
except that the taking of security and 
the filing of recording of security instru¬ 
ments will be in accordance with the 
requirements of the Office of the General 
Counsel. 

Subpart B—Loan Processing 

Authority: The provisions of this Sub¬ 
part B Issued under sec. 321—327, 333, 339, 
75 Stat. 311, as amended, 314, 318; 7 U.S.C. 
1961-1967, 1983, 1989; Order of Sec. of Agr., 
19 F.R. 74, 26 F.R. 8403, 27 Fit. 6005. 

§ 1832.21 General. 

This subpart sets forth the require¬ 
ments and procedures for the prepara¬ 
tion and execution of documents and for 
o tlier routines in connection with 
making initial subsequent Emergency 
loans. 

§ 1832.22 Processing. 

Emergency loans will be processed in 
the same manner as Operating loans in 
accordance with the provisions of Sub¬ 
part B of Part 1831 of this chapter with 
the following modifications and addi¬ 
tions: 

<a) Section 1831.32(d) of this chapter 
is supplemented by the following: 

(1) If the applicant is a partnership, 
personal financial statements will be ob¬ 
tained from each of the partners and in¬ 
cluded in the loan docket, in addition to 
the partnership’s financial statement. 

(2) If the applicant is a corporation, 
the corporation will furnish a complete 
list of its stockholders, showing the ad¬ 
dress, principal occupation, and the num¬ 
ber of shares of stock held in the cor¬ 
poration by each. Personal financial 
statements will be obtained from each 


of the principal stockholders and in¬ 
cluded in the loan docket. Principal 
stockholders as used herein means each 
stockholder owning as much as 10 per¬ 
cent of the stock of the corporation. A 
copy of the corporation’s charter or arti¬ 
cles of incorporation, bylaws, any resolu¬ 
tions adopted by the Board of Directors 
authorizing the corporation to borrow 
and pledge its assets, and any leases, 
contracts, or agreements that have been 
entered into by the corporation which 
may be pertinent to a consideration of 
its application also will be included in 
the loan docket. 

(b) Section 1831.32(e) of this chapter 
is applicable only to appraising chattels 
under prior lien to another creditor when 
funds are to be advanced for the pay¬ 
ments of depreciation pursuant to 
§ 1832.6(g) of this Part 1832 and bills 
pursuant to § 1832.6(e) of this Part 1832, 
incurred in connection with the produc¬ 
tion of livestock, livestock products, or 
crops that have been disposed of, de¬ 
stroyed, or lost. 

<c) Section 1831.32(g) of this chapter 
is supplemented by the following: 

(1) When the applicant is a partner¬ 
ship, or operates as such. Form FHA 
441-1, “Promissory Note,” will be exec¬ 
uted so as to evidence the liability of 
the partnership as well as each partner 
as an individual. This will be accom¬ 
plished by typing the names of the part¬ 
nership above the space provided for 
signatures and having the note executed 
by each member of the partnership both 
as an individual and as a partner. To 
evidence the liability of the partnership, 
the words “As Partners” will be typed 
immediately beneath the name of the 
partnership and each partner will sign 
thereunder. To evidence the partners* 
liability as individuals, the words “As 
Individuals” will be typed at the top of 
the blank space to the left of the lines 
for signatures, and each partner will sign 
thereunder, along with his spouse, if 
required. 

(2) When the applicant is a corpora¬ 
tion. Form FHA 441-1 will be executed 
by the corporation acting through its ap¬ 
propriate officials and. in order to evi¬ 
dence their personal liability for the 
debt, by the principal stockholders as 
individuals, except in unusual circum¬ 
stances including legal disability, absence 
from the country, limitations in prior 
contracts with the corporation, or lack 
of assets owned by a stockholder. The 
name of the corporation will be typed 
above the space provided for signatures, 
to sign for the corporation will be typed 
below his signature. The signatures of 
the principal stockholders will be ob¬ 
tained in the same manner as indicated 
above for the individual members of a 
partnership. 

(3) When an Emergency loan is made 
for purposes which would be secured in 
accordance with the provisions of 
§ 1832.10 (a) and (b) of this Part 1832, 
separate notes will be required. 

(d) Section 1831.32(g) (1) and (2). 
(h), (i), and (J) of this chapter are not 
applicable. 

(e) Section 1831.32(n) of this chapter 
Is supplemented by the following: 


(1) Form FHA 427-2 (State), “Real 

Estate Mortgage for - (Direct 

Loan),” will be used in taking liens on 
real estate. This form will be prepared, 
executed, and filed or recorded in accord¬ 
ance with State laws and any closing 
instructions. 

(2) Title clearance and the closing of 
Emergency loans which are to be secured 
only by real estate liens will be in accord¬ 
ance with the requirements of Part 1807 
of this chapter, except that the promis¬ 
sory note will be dated as of the date 
of execution instead of the date of loan 
closing. Title clearance will not be re¬ 
quired when real estate Is taken as addi¬ 
tional security only, but in such cases 
the lien instrument will be executed by 
the applicant before the loan Is closed. 

(f) Section 1831.32(0) of this chapter 
is supplemented to provide that when an 
Emergency loan is made to an applicant 
who is paying cash rent for land to be 
used for the production of cash crops, 
the parenthetical statement with regard 
and the name and title of each official 
to rent in Form FHA 441-5, “Subordina¬ 
tion Agreement,” will be deleted and the 
lienholder will initial the deletion In the 
margin. 

(g) The administrative determina¬ 
tions required by § 1832.11 (a) of this Part 
1832 will be made in lieu of those pre¬ 
scribed by § 1831.33 of this chapter. 


SUBCHAPTER D—SPECIAL TYPES OF LOANS 

PART 1841— LOANS TO INDIANS 


See. 

1841.1 General. 

1841.3 Policies. 

1841.3 Processing loan applications from 

Indians. 

1841.4 Servicing loans to Indians. 

Authority: The provisions of this Part 
1841 issued under sec. 510, 63 Stat. 437, sec. 
339. 75 Stat. 318; 42 U.S.C. 1480. 7 U.S.C. 1989; 
Orders of Sec. of Agr., 19 PH. 74, 26 F.R. 8403, 
27 F.R. 9957, 28 FH. 9676. 


§ 1841.1 General. 

This part outlines the general policies, 
procedures, and authorizations for mak¬ 
ing and servicing Real Estate loans, Op¬ 
erating loans, and Emergency loans 
under the provisions of the Consolidated 
Farmers Home Administration Act or 
1961 (7 UJ3.C. 1921 et scq.), and Rural 
Housing loans under the provkdons Ji 
Title V of the Housing Act of 1949 (4j 
U.S.C. 1471 et seq.), to Indians owning 
land or chattel property in a trust or 
restricted status, or who have undivided 


§1841.2 Policies. 

(a) An Indian who (1) holds individ¬ 
ually all of his land under fee P a ^ n <f 
unrestricted deeds. (2) °^' n ® nI ,* 
trust chattel property, and < 3 ) nas i 
undivided interest in tribal lands ,, 
gible for all loans provided he meets ai‘ 
eligibility factors required of non 
Indians. An Indian who meets all eu 
gibility factors required of: non ‘?£‘!r ble 
but who does not meet the app 
requirements of subparagraphs ( . • 

and/or (3) of this paragraph may oe 
made loans only upon fulfillment of the 
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applicable requirements set forth in 
§51841.2 to 1841.4. 

(b) Loans to be secured by real estate 
liens may be made to Indians holding 
land In severalty under trust patents or 
deeds containing restriction against 
alienation subject to statutes under 
which said land may be validly mort¬ 
gaged with the approval of the Secretary 
of Interior, such as 70 Stat. 62. 63. An 
Indian applicant who owns land in a 
trust or restricted status and applies for 
a loan to acquire land to enlarge a farm 
will not be required to convert the trust 
or restricted land he owns to an unre¬ 
stricted status. Land in trust or re¬ 
stricted status purchased with Farmers 
Home Administration loan funds may be 
acquired and held by the Indian in a 
trust or restricted status. 

(c) Loans to be secured by chattel se¬ 
curity only may be made to Indians who 
hold land in severalty under trust patents 
or deeds containing restrictions against 
alienation subject to statutes under 
which such land may be validly mort¬ 
gaged with the approval of the Secretary 
of Interior and who own chattel prop¬ 
erty in a trust or restricted status or 
who have undivided interests in tribal 
property. Such loans also may be made 
to those tribal Indians who live within 
or without the boundaries of the Indian 
reservations and who have available a 
suitable farm or ranch under satisfac¬ 
tory tenure arrangements. An Indian 
applicant who owns chattels in trust or 
restricted status and applies for an Op¬ 
erating loan will be required to convert 
the trust or restricted chattels to an un¬ 
restricted status before such loan is made 
when such property is to serve as security 
lor the loam Forms 5-648, “Application 
lor Release of Interest of the United 
States,’' and 5-841, “Release of Interests 
or the United States," will be executed 

4 e applicant and the appropriate 
Indian Bureau official to remove the trust 
° r T. estrlc ted status of the property. 

Utilization of split lines of chattel 

credit: 

tJl } ° e ^ nitJ ons. "Split lines of chat- 

credit" are those where the financing 

a particular enterprise is undertaken 
“y more than one lender. “Split secu- 

nrL„! ne ?. m that the Indian Lending 
organization and the Farmers Home 
AQmtaJstratlon each have liens of equal 
S? tr , on a different part of the live- 
borrower & partlcular type owned by a 

SDhMin ^' 0 /—Operating loans. A 
Partim!} 6 °f< Credit ln connection with a 
Particular livestock herd or flock is un- 

tag h loaas d ^ COIUlectlon w,th Operat- 

ato ) | Jy r j lencv lcans - Such loans 
suit In even though such may re- 
Win* Une of c^dit if the fol- 

^ 6 conditions are met: 

arran senients with respect to 
the Fa . t m fln£u i cmg ^ acceptable to both 
n?nl Home Administration, the 
Bureau Organization, and the 

i Indian Affairs representative. 
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(b) The applicant’s farming or ranch¬ 
ing operations, after he receives the loan, 
will be sound and, under the conditions 
likely to prevail, will enable him to make 
the required payments of all his indebt¬ 
edness on schedule. 

(c) When loans for operating expenses 
result in the Farmers Home Administra¬ 
tion acquiring liens on livestock from 
which payments on the loan are ex¬ 
pected. and such livestock are subject 
to a prior lien of the Indian Lending 
Organization, an agreement will be 
reached before such loans are closed as 
to an equitable division of livestock in¬ 
come for application on the loans of the 
two lenders. Form FHA 441-13, “Divi¬ 
sion of Income and Nondisturbance 
Agreement,” or a similar form will be 
used for this purpose and will be executed 
by an authorized representative of the 
Indian Lending Organization and by the 
Bureau of Indian Affairs. In the case 
of cattle, separate brands will be used to 
identify the cattle under the lien to 
each of the lenders. In the case of 
livestock other than cattle, descriptions 
will be used by each lender which will 
make possible the identification of prop¬ 
erty serving as security for each loan. 

§ 1841.3 Processing lonn applications 
from Indians. 

(a) County Committee action. (1) 
When the Farmers Home Administration 
County Committee determines that an 
Indian applicant is clearly ineligible for 
the loan applied for, the applicant will be 
notified in writing of this determination 
by the Farmers Home Administration 
County Supervisor. 

(2) When such Committee determines 
that an Indian applicant will likely 
qualify for the loan, the Farmers Home 
Administration County Supervisor will 
obtain from the Bureau of Indian Affairs 
representative full information with re¬ 
spect to the applicant’s character, his 
financial condition, the manner in which 
he holds his property and other informa¬ 
tion necessary to determine the appli¬ 
cant’s eligibility, and, if the applicant is 
eligible, to enable the County Supervisor 
to develop the loan docket. 

(b) Development of loan dockets. If 
the applicant is found eligible the loan 
docket will be developed in accordance 
with applicable Farmers Home Adminis¬ 
tration regulations. After a Real Estate 
loan has been approved and the title 
evidence has been furnished, the docket 
will be submitted to the appropriate 
representative of the Office of the Gen¬ 
eral Counsel, United States Department 
of Agriculture, for review and prepara¬ 
tion of closing instructions. 

(c) Special loan closing conditions. 
When preparing closing instructions for 
loans to be secured by real estate, the 
representative of the Office of the Gen¬ 
eral Counsel will insert at the end of the 
security instrument, after the form pro¬ 
vided for acknowledgment of the bor¬ 
rower’s signature a “Certificate of Ap¬ 
proval" to be executed on behalf of the 
Secretary of Interior by a duly aufchor- 
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ized agent. After execution, but before 
recording the security instrument, the 
County Supervisor will submit the orig¬ 
inal executed security instrument to the 
Bureau of Indian Affairs. Upon return 
of the original executed security instru¬ 
ment with the Certificate of Approval 
duly signed and acknowledged by the au¬ 
thorized representative of the Secretary 
of Interior, the County Supervisor will 
file it for record. No loan funds will be 
disbursed until the security instrument 
is filed for record and the loan is, in all 
other respects, properly closed. 

(d) When consent of Bureau of Indian 
Affairs is required. No consent is neces¬ 
sary on deeds, mortgages, or other instru¬ 
ments affecting non-trust or unrestricted 
property whether real estate or chattels: 
mortgages of trust chattels against which 
there is no indebtedness to the Indian 
Lending Organization: for mortgages on 
crops grown on trust or restricted land 
after severence if there is no prior lien 
thereon; and mortgages on crops on 
tribal land leased to an Indian under the 
same terms and conditions as leases of 
tribal land to non-Indians. Consent Is 
necessary on mortgages or deeds of trust 
on restricted property, both real estate 
and chattels; mortgages on trust chattels 
against which there is indebtedness to 
the Indian Lending Organization; and 
mortgages on crops grown on trust or 
restricted land prior to severance, and 
after severance if there is a prior lien 
thereon. 

§ 1841.4 Servicing loans to Indians. 

(a) Assignment of income from trust 

property. When repayment of any loans 
made hereunder is dependent in whole or 
in part upon income the borrower will re¬ 
ceive from trust or restricted land the 
Indian must, upon request by the County 
Supervisor, execute Form 3-845, “Assign¬ 
ment of Income from Trust Property," in 
favor of the Farmers Home Administra¬ 
tion. Before execution, the form must be 
modified by the County Supervisor by 
adding in the first paragraph, line 3 
between the words “loans" and “all" 
the following: “_percent ( 

%) of,". 

(b) Supervision provided by the Farm¬ 
er 3 Home Administration. County Su¬ 
pervisors and other officials shall give the 
same supervisory assistance afforded to 
non-Indian borrowers to the extent such 
be necessary or desirable for effectuating 
the purpose of the loan as well as to as¬ 
sure the orderly repayment thereof. 
Where an Indian Lending Organization 
has a lien on the borrower's land or 
chattels, or the borrower owns land or 
chattels in a trust or restricted status or 
leases land through the Bureau of In¬ 
dian Affairs, the County Supervisor and 
the Bureau of Indian Affairs will review 
Jointly each borrower’s plans of opera¬ 
tion. 

(c) Collection and foreclosure. All 
collection and foreclosure policies ap¬ 
plicable to non-Indian borrowers shall be 
equally applicable to Indian borrowers. 


No. 2lj 
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SUBCHAPTER E—ACCOUNT SERVICING 

PART 1861 —ROUTINE 

Subpart A—Account Servicing Policies 

See. 

1861.1 General. 

1861.2 Definition of types of payments on 

all loan accounts. 

1861.3 Distribution of payments when a 

borrower owes both real estate 
and other loans to the Farmers 
Home Administration. 

1861.4 Application of payments on Operat¬ 

ing. Emergency. Special Livestock. 
Soil and Water Conservation 
coded J. and other production- 
type loan accounts. 

1861.6 Application of payments on Farm 
Ownership, Soil and Water Con¬ 
servation (except Soil and Water 
Conservation loans coded J but 
including Soil and Water Conser¬ 
vation loan accounts coded 18F), 
Farm Housing, Rural Rehabilita¬ 
tion and Resettlement Project 
cooperative association, and other 
real estate loan accounts. 

1861.6 Changes in the application of loan 

payments. 

1861.7 Overpayments and refunds. 

1861.8 Return of pald-in-full or satisfied 

notes to borrower. 

1861.9 Definitions and other information 

on Farm Ownership, Soil and 
Water Conservation, Other Real 
Estate, and Farm Housing ac¬ 
counts. 

Subport B—[Reserved! 

Subpart C—Servicing Loan* to Cooperative 
Associations 

1861.41 General. 

1861.42 Policies. 

1861.43 Authorities. 

1861.44 Responsibilities. 

1861.45 Budget and report submission by 

associations. 

1861.46 Analysis, transmittal and approval 

of budget and analysis of audit 
reports. 

1861.47 Loan servicing. 

Subport D—Servicing Accounts of Borrower* 
Entering the Armed Forces 

1861.61 General. 

1861.62 Borrower owing Farmers Home Ad¬ 

ministration loans which are se¬ 
cured by chattels. 

1861.63 Borrower owing Farmers Home Ad¬ 

ministration loans which are se¬ 
cured by real estate. 

Subpart A—Account Servicing Policies 

Authority: The provisions of this Subpart 
A issued under R.S. 161, 6 UB.C. 22; Order, 
Acting Sec. Agr., 19 FR. 74, 22 F.R. 8188. 
Secs. 361.1 to 361.3, 361.5 and 361.7 also issued 
under secs. 1, 21, 41, 2. 6, 50 Stat. 522, as 
amended. 624, as amended, 628. as amended. 
869, as amended, 870, Bee. 6, 54 Stat. 1122, as 
amended, secs. 2, 12. 14, 60 Stat. 1082, as 
amended, 1076, as amended, 1078. as amend¬ 
ed, 62 Stat. 1038, secs. 1, 2, 501, 602, 510, 1, 63 
Stat. 43, as amended, 44. as amended, 82, 432, 
433, 437, 883. secs. 4. 2, 64 Stat. 100, 998, secs. 
9, 10, 1, 68 Stat. 736, 999, as amended, secs. 16, 
69 Stat. 653, as amended, secs. 1, 8, 70 Stat. 
525,1090. secs. 18,11, 72 Stat. 840. 841; 7 UB.C. 
1001, 1007, 1016, 16 U.8.C. 690s, 690w, 690&-3, 
7 UB.C. 1001 Note. 1006b, 1005d, 12 UJ3.C, 
1148-1 and Note, 1148a-2, 42 UB.C. 1471, 
1472, 1480, 7 UB.C. 1006a, 40 UB.C. 442. 440, 
16 UB.C. 690x-2, 690X-8, 12 UB.C. 1148ar-l 
Note, 7 UB.C. 1006c, 16 UB.C. 1006a, 7 UB.C. 
1006e, 16 UB.C. 690X-4; 11361.4 and 361J 


also issued under secs. 21, 41, 2, 6. 60 Stat. 
624, as amended, 628, as amended, 869, as 
amended. 870, sec. 2, 60 Stat. 1062, as 
amended, 62 Stat. 1038, secs. 1. 2, 63 Stat. 
43, as amended, 44, as amended, 63 8tat. 82, 
secs. 4. 2. 64 Stat. 100, 998. sec. 1, 68 Stat. 999, 
as amended; 7 UB.C. 1007, 1016, 16 UB.C. 
690s. 590W. 7 UB.C. 1001 Note. 12 UB.C. 
1148a-l and Note. 1148a-2. 40 UB.C. 442. 440, 
12 UB.C. X148o-l Note; II 361.5 and 361.9 
also Issued under secs. 1, 41, 50 Stat. 622, as 
amended, 628, as amended, sec. 6. 64 Stat. 
1122, as amended, secs. 12, 14, 60 Stat. 1076, 
as amended, 1078, as amended, secs. 601, 602, 
610. 1. 63 Stat. 432, 433. 437. 883. secs. 4, 2, 64 
Stat. 100, 998, secs. 9. 10. 68 Stat. 735, sec. 16. 
69 Stat. 653, as amended, 6ecs. 1, 8, 70 Stat. 
525, 1090. secs. 18. 11, 72 Stat. 840, 841; 7 
UB.C. 1001, 1015, 16 UB.C. 599Z-3, 7 UB.C. 
1005b. 1005d. 42 UB.C. 1471, 1472, 1480. 7 
UB.C. 1006a, 40 UB.C. 442, 440, 16 UB.C. 
690X-2, 50OX-3, 7 UB.C. 1006c. 16 UB.C. 
1006a. 7 UB.C. 1006e, 16 UB.C. 590x-4. 

§ 1861.1 General. 

Borrowers will be required to pay their 
debts to the Farmers Home Administra¬ 
tion in accordance with their agreements 
and their ability to pay and will be en¬ 
couraged to pay ahead of schedule to an 
extent consistent with sound farming 
and money management. When bor¬ 
rowers have acted in good faith and have 
exorcised due diligence in an effort to pay 
their indebtedness but cannot pay on 
schedule because of circumstances be¬ 
yond their control, future servicing ac¬ 
tions will be consistent with the best 
Interest of the borrower and the Gov¬ 
ernment. 

(a) Accounts of active borrowers. The 
foundation for proper and timely debt 
payment is sound farm and home plan¬ 
ning or budgeting, including plans for 
debt payments supplemented by effec¬ 
tive follow-up supervision. Account 
Servicing, therefore, must begin with 
initial planning and must be an integral 
part of year-end analysis and subsequent 
planning, as well as follow-up supervi¬ 
sion when required. 

(b) Accounts of collection-only bor¬ 
rowers. Collection-only borrowers are 
expected to make final settlements of 
their debts to Farmers Home Adminis¬ 
tration to the extent of their ability to 
pay. This objective will be accomplished 
by collecting in full the amounts owed by 
these borrowers or. in appropriate cases, 
by the application of the established debt 
settlement policies. 

(c) Notifying Farmers Home Admin¬ 
istration borrowers of payments. County 
Supervisors are responsible for notifying 
borrowers of the dates and amounts of 
payments that have been agreed upon 
for all types of accounts. 

(d) Subsequent servicing. If a bor¬ 
rower falls to make a payment as agreed 
upon, the County Supervisor will write 
or otherwise contact the borrower or re¬ 
quest him to make the payment or re¬ 
quest him to come to the office to discuss 
the reasons why the payment was not 
made and to develop specific plans for 
making the payment. In the event the 
borrower refuses to make the payment 
when he has the income, or it Is deter¬ 
mined that his farming operations will 
not permit him to make the payment in 
a reasonable length of time, as well as 
make future payments, action will be 


taken to protect the Government’s se¬ 
curity interest in accordance with ap¬ 
plicable Farmers Home Administration 
Instructions. 

§ 1861.2 Definition of types of payment* 
on all loan accounts. 


(a) Regular payments. Regular pay¬ 
ments will be all payments other than 
extra payments and refunds. Usually, 
regular payments will be derived from 
normal farm Income other than proceeds 
from the sale of basic chattel or real 
estate security. Regular payments also 
will include payments derived from 
sources such as Agricultural Conserva¬ 
tion Program payments other than those 
included in paragraph (b) of this sec¬ 
tion, off-farm income, inheritances, life 
insurance, and income from leases or 
bonuses or sale or rental of real estate 
security of a non-depreciating or non¬ 
depleting nature. 


(R 8. 161, sec. 41. 6. 60 Stat. 528. as amended. 
870, sec. 610, 63 Stat. 487, as amended, sec. 
4. 64 Stat. 100, sec. 10. 68 Stat. 785; 6 U.S.0. 
22. 7 UB.C. 1015. 16 UB.C. 590w, 42 U B.C. 
1480, 40 UB.C. 442, 18 UB.C. 690x-3; Order 
of Acting Sec. of Agr.. 19 PH 74, 22 Fit. 
8188 26 FR. 8403) 


(b) Extra payments. Extra payments 
will be payments derived from sale of 
basic chattel or real estate security, in¬ 
cluding rental or lease of real estate 
security of a depreciating or depleting 
nature; refinancing of real estate debt; 
mineral royalties; cash proceeds of real 
property insurance as provided in § 306.5 
of this chapter; sale, pursuant to a con¬ 
dition of loan approval, of real estate not 
mortgaged to the Government; Agricul¬ 
tural Conservation Program payments 
as provided in § 1851.2(b) (2) of this 
chapter; and transactions of a similar 
nature. 

(c) Refunds. Refunds will be pay¬ 
ments derived from the return of unused 
loan funds. 


§ 1861.3 Distribution of pay men In when 

a borrower owes both real estate am 
oilier loans to the Farmers Home Ac - 
ministration. 

(a) Distribution of regular payvients . 
When a borrower owes both Farmers 
Home Administration real estate loans 
and other Farmers Home Administration 
loans, payment received from each crop 
year’s income as regular payments ai 
be distributed in accordance with tne 
following principles, except that re gu 
payments derived from rental or lease 
real estate security after approval o 
foreclosure or voluntary conveyance 
be distributed to the real estate lien oi 
the highest priority. 

First, to other than real estate 
amount equal to any advances for t J 
operating expenses. ot her 

Second, to the real •* fcate . n pra . 
Farmers Home Administration £ on 

portion to the approximate founts d 

each for the year. In re »l 

amounts due for the year on . , 0 an y 

estate loans, deduct an amount equally 

advances for the ye^rt ope»«n« 

Third, to the real estate andother » w 
Home Administration loans in propo 
the delinquencies existing on each. 
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Fourth, to the real estate and other 
Farmers Home Administration loans for 
making advance payments. In making such 
distribution take Into consideration the 
principal balance outstanding on each, the 
relative security position of each type of loan, 
the borrower’s wishes, and related circum¬ 
stances. 


A different distribution, when neces¬ 
sary, will be made to correct any previous 
improper distribution or to protect the 
Government's interest. 

(b) Distribution of extra payments. 
Extra payments will be distributed first 
to the Farmers Home Administration 
loan having highest priority of lien on 
the security from which the payment was 
derived, except as provided in § 1872.3(e) 
of this chapter. When the payment is 
in excess of the unpaid balance of the 
Farmers Home Administration lien hav¬ 
ing the highest priority, the balance of 
such payment will be distributed to the 
Farmers Home Administration loan hav¬ 
ing the next highest priority. 

(c) Application of payments. After 
the decision is reached as to the amount 
of each payment that is to be distributed 
to the real estate and other Farmers 
Home Administration loans, application 
of the payment will be governed by 
$ 1861.4 or § 1861.5, as appropriate. 

§ 1861.4 Application of payments on 
Operating, Emergency, Special Live¬ 
stock, Soil and Water Conservation 
coded J, and oilier production-type 
loan accounts. 


Employees receiving payments on 
Operating, Emergency. Special Livestock, 
Soil and Water Conservation coded J. 
and other production-type loan accounts 
will select, in accordance with the provi¬ 
sions of this section, the account or ac¬ 
counts to which such payments will be 
applied. Such employees will make ap¬ 
plication first to the unpaid interest on 
the selected account or accounts, as 
shown on the latest Form FHA-646 or 
™A 450—1, “Statement of Account,” in 
the County Office and then to the unpaid 
Principal on such account or accounts, 
except that for 1934-35 Drought Feed 
loans, collections will be applied to prin- 
cipal only until all principal has been 
repaid. Loan refunds will be applied to 
Principal only, except as provided in 
Paragraph (a) of this section. Employ- 
receiving collections are authorized 
r? ,f ake exceptions to the policy of ap- 
pa 7 men ts to interest first when 
to unpaid interest on the selected ac- 
Fha*?I ac counts as shown on Form 

the nfnH FHA 450-1 ^ not due ^der 
thA P ro;ds ^ ons of the note or notes and 

be anntST? requesta that his Payment 
lectfAn to princi P a l only, or the col¬ 
or do , es not re P r esent the proceeds 
laree n ^ le of securit y Property and a 
a * nm ount of unpaid interest has 

in _. u ‘ a ^ ed a nd the borrower requests 

writing that his payment be applied 

« Pal flrst ’ statln 8 that he will 
Payment only If his request Is 
Suh f c 11 the borrower agrees to make 
that tv? ent paymenta only on condition 
surh t . be ap Phed to principal first, 
,?hh rmaUon wm be incorporated In 
* Written agreement. 


(a) Selection of accounts. Except for 
total loan refunds as provided in sub- 
paragraph (4) of this paragraph, pay¬ 
ments, regardless of source, will be ap¬ 
plied first to any recoverable costs which 
have been charged to the borrower’s 
account, after which the following rules 
will govern the selection of accounts and 
installments to which payments will be 
applied. 

(1) Payments derived from the sale of 
mortgaged property representing normal 
farx .1 income or from assignments of in¬ 
come will be applied flrst to accounts 
with small balances for the purpose of 
removing such accounts from the rec¬ 
ords. Any balance of the remittance will 
be applied on debts secured by the mort¬ 
gage in the following order: 

(1) To amounts due or falling due on 
loans made in connection with the cur¬ 
rent year’s operations, except: 

(a) When funds loaned for the pur¬ 
chase of capital goods were used to meet 
the current year’s operating expenses, 
payments will be applied flrst to the final 
unpaid installments to the extent of the 
loan funds so used. Such payments will 
be treated as extra payments. Payments 
to be applied in this manner may be pro¬ 
rated to more than one installment when 
the amount of the loan funds was large 
and will result in reducing the annual 
repayment ability of the borrower be¬ 
cause of a change in the farming opera¬ 
tions caused by such transfer of loan 
funds. 

(b) When installments on loans pre¬ 
viously made fall due early in the year 
and prior to the installment on the loan 
for the current year’s operations or when 
such loans are delinquent and it is antic¬ 
ipated that sufficient income will be 
received to meet the installment on the 
current year’s operations when due, col¬ 
lections may be applied first to install¬ 
ments on loans made in previous years. 

(ii) To accounts having the oldest de¬ 
linquencies, or If no delinquencies, to the 
oldest unpaid account. 

(2) Payments derived from the sale of 
basic security, including real estate se¬ 
curity. will be applied to the earliest 
account secured by the earliest mortgage 
covering such basic security. The 
amount to be applied to principal will 
be applied to the final unpaid install¬ 
ments. When such payment is large and 
the sale of the basic security, or real 
estate security, will result in a change in 
the farming operation which will reduce 
the annual repayment ability of the bor¬ 
rower, it may be prorated to more than 
one installment. 

(3) Partial loan refunds will be ap¬ 
plied to the final unpaid installments on 
the notes which evidence such advances, 
except that when such refund represents 
an advance for current farm and home 
expenses repayable within the year. It 
may be applied to the principal on the 
first unpaid installment on such note as 
a regular payment, and when such re¬ 
fund is large and results from a change 
in the farming operations which will re¬ 
duce the annual repayment ability of 
the borrower, it should be prorated to 
more than one Installment. 


(4) Total refunds of loan advances 
will be applied to the notes which evi¬ 
dence such advances. 

(5) In applying payments from sources 
other than those in subparagraphs (1) 
to (4) of this paragraph, the borrower 
has the right of election as to the loan 
account on which such payments will be 
applied. In the absence of the borrow¬ 
er’s election, such payments generally 
will be applied in the following order: 

(i) To accounts with small balances. 

(ii) To accounts with the oldest un¬ 
secured notes. 

Oil) To accounts with the oldest de¬ 
linquencies. 

(iv) To accounts with the oldest se¬ 
cured notes. 

(6) When a borrower owes both 
Farmers Home Administration and State 
Rural Rehabilitation Corporation loan 
accounts, payments described In sub- 
paragraph (5) of this paragraph in the 
absence of the borrower’s election and 
any balances remaining after payments 
are made under subparagraphs (1) and 
(2) of this paragraph, will be prorated 
between Farmers Home Administration 
and the State Rural Rehabilitation Cor¬ 
poration loan accounts on the basis of 
the total balances (including principal 
and interest) owed to each. The por¬ 
tions thus prorated will be applied re¬ 
spectively to the Farmers Home Admin¬ 
istration and State Rural Rehabilitation 
Corporation loan accounts as prescribed 
in subparagraph (5) of this paragraph. 

(7) When the Farmers Home Admin¬ 
istration has advanced funds to complete 
State Rural Rehabilitation Corporation 
commitments, any payment that nor¬ 
mally would be applied to any of the 
borrower’s State Rural Rehabilitation 
Corporation accounts will be applied to 
the 6F__ account until it is paid. 

(8) When the need arises. County 
Supervisors are authorized to apply pay¬ 
ments to specific notes within loan-type 
accounts according to the rules of appli¬ 
cation prescribed in this paragraph. 

(b) Payments in full. (1) When it 

is intended to pay one or more of a 
borrower’s accounts In full, the collection 
official will collect all of the interest 
and principal shown on the latest Form 
FHA-646 or FHA 450-1 for the accounts 
to be paid in full plus interest on the 
account from the date of the Form FHA- 
646 or FHA 450-1 to the date of the 
collection. 

(2) Errors of significant amount in 
computation or collection will be called 
to the attention of the official making 
the collection by the Finance Office and 
the borrower’s note will not be returned 
until the balance on the loan account 
is paid in full. 

§ 1861.5 Application of payments on 
Farm Ownership, Soil and Water 
Conservation (except Soil and Water 
Conservation loans coded J but in¬ 
cluding Soil and Water Conservation 
loan accounts coded 13F), Farm 
Housing, Rural Rehabilitation and 
Resettlement Project cooperative as¬ 
sociation, and other real estate loan 
accounts. 

(a) Regular payments. Payments on 
accounts of the above types should be 
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applied so as to maintain the note ac¬ 
counts in balance at the end of the year 
with respect to installments due on the 
notes and other charges. 

(1) Direct loan accounts. All regular 
payments on direct loan accounts will be 
applied first to interest accrued to the 
date of the receipt of payment, and then 
to principal. 

(2) Insured loan accounts. All regu¬ 
lar payments on insured loan accounts 
will be applied first to any unpaid bal¬ 
ance of the insurance account including 
unpaid interest on any advances from 
the insurance fund which is shown on 
the statement of account, and second to 
interest accrued on the note as of the 
date of the U.S. Treasury check issued to 
the holder or the date of the receipt of 
payment in case the note is held by the 
insurance fund or under a 2(f) agree¬ 
ment. Any remainder will be applied to 
the principal balance on the note. 

(b) Refunds and extra payments. 
(1) Refunds will be applied to the note 
representing the loan from which the 
advance was made. 

(2) Extra payments will be applied to 
the note secured by the earliest mortgage 
on the property from which the extra 
payment was obtained. 

(3) Refunds and extra payments will 
be applied first to interest accrued on 
the note and the remainder to the prin¬ 
cipal balance on the note. 

(c) County office actions —(1) Issu¬ 
ance of receipt . The County Supervisor 
will issue Form FHA-37 or FHA 451-1, 
“Receipt for Payment,” for each pay¬ 
ment received. 

(2) Notifying borrowers of applica¬ 
tion of payments . Notification of the 
application of payments will be sent to 
borrowers who request it. 

(d) Finance Office handling. Collec¬ 
tions (regular, extra, and refunds) re¬ 
ceived for application to insured loans 
evidenced by notes so permitting will be 
accumulated by the Finance Office until 
such collections total $200 or more or 
until the end of the calendar quarter, 
whichever occurs first. Collections ac¬ 
cumulated until the end of the calendar 
quarter will be remitted to lenders 
within three weeks after the end of the 
calendar quarter. Collections for ap¬ 
plication to insured loans evidenced by 
other note forms will be remitted to pri¬ 
vate lenders immediately by the Finance 
Office. 

(1) Regular payments —(i) Direct 
loan accounts. The application of prin¬ 
cipal and interest on direct loan ac¬ 
counts will be reflected in the record of 
accounts maintained by the Finance Of¬ 
fice. Amounts paid on direct loan ac¬ 
counts will be credited on the Finance 
Office records as of the date of Form 
FHA-37 or FHA 451-1. Collections will 
be applied by the Finance Office first to 
interest accrued to the date of the re¬ 
ceipt of payment, second to the principal 
balance of the loan. 

<ii) Insured loan accounts. The Fi¬ 
nance Office will apply all regular pay¬ 
ments on insured loan accounts in the 
following order of priority to the fol¬ 


lowing items shown on the statement of 
account: 

(a) Billed interest on advances from 
the insurance fund as shown on the 
latest annual statement of account. (If 
the collection is intended for final pay¬ 
ment of the loan, the collection will be 
applied first to the Interest accrued on 
the advance to the date of the receipt.) 

(b) Principal of advance from the in¬ 
surance fund. 

(c) Unpaid loan insurance charges, 
including the current year’s charge. 

(d) The payment on each note ac¬ 
count will be applied by the Finance Of¬ 
fice first to accrued interest, and second 
to the principal balance on the note. If 
the note is held by a private lender, the 
interest will be accrued on the note to 
the date the U.S. Treasury check is is¬ 
sued to the holder. The Finance Office 
will send the original of Form FHA-282 
or FHA 451-5 to the U.S. Treasury Re¬ 
gional Disbursing Office for inclusion in 
the envelope containing the check to be 
sent to the holder and a copy to the 
appropriate County Office. If the note is 
held by the insurance fund or under a 
2 (f) agreement, the interest will be ac¬ 
crued on the note to the date of the re¬ 
ceipt for payment. Amounts paid will 
be credited on the Finance Office records 
as of the date of Form FHA-37 or FHA 
451-1. A copy of Form FHA-37 or FHA 
451-1 showing the application of prin¬ 
cipal and interest on the account will 
be returned to the County Office. 

(2) Extra payments and refunds. Ex¬ 
tra payments and refunds will be applied 
by the Finance Office first to interest 
accrued on the note account and then 
to note principal. Extra payments and 
refunds will not relieve an insured loan 
borrower from paying the amount due 
the insurance account each year, even 
though the borrower may be ahead of 
schedule on his note account. 

§ 1861.6 Changes in llie application of 
loan payments. 

(a) Authority of State Directors. 
State Directors are authorized to ap¬ 
prove requests on Form FHA 451-7, “Re¬ 
quest for Change in Application,” for 
changes in the application of payments 
between a borrower’s real estate and 
other loan accounts when payments have 
been applied in error and such requests 
conform to the policies expressed in 
this part. However, no change in the 
application of payments will be made if 
it would involve the reapplication of 
funds from an insured loan account to 
other Farmers Home Administration ac¬ 
counts after the payment has been made 
to the lender or if the payment applied 
in error resulted in the payment in full 
of any Farmers Home Administration 
loan of the borrower and the canceled 
notes have been returned to him. If 
the payment applied in error resulted 
in the payment in full of any Farmers 
Home Administration loan of the bor¬ 
rower and the canceled notes have not 
been returned to him, or if the reap¬ 
plication from an Operating, Emergency, 
Special Livestock, or other production- 
type loan to an insured loan would re¬ 
sult in a loss of interest of more than 


one dollar to the borrower, the request 
for change in the application will not 
be made without a written request from 
the borrower. 

(b) Authority of County Supervisors. 
County Supervisors are authorized to 
approve requests on Form FHA 451-7 for 
changes in the application of payments 
within and between Operating, Emer¬ 
gency, Special Livestock, Soil and Wa¬ 
ter Conservation coded J, and other 
production-type loan accounts and 
within and between real estate accounts, 
when payments have been applied in er¬ 
ror and such requests conform to the 
rules of application set forth in this 
part. 

(c) Changes made by the Finance Of¬ 
fice in application of remittances. (1) 
When reapplication of collection is ini¬ 
tiated by the Finance Office, it will be 
accomplished by means of Form FHA- 
648 or FHA 451-8, “Journal Voucher for 
Loan Account Adjustments,” or Form 
FHA-281 or FHA 405-8, “Journal 
Voucher for Insured Loan,” a copy of 
which will be forwarded to the County 
Office. 

(2) When it is necessary for the Fi¬ 
nance Office to make any corrections in 
Form FHA-37 or FHA 451-1, it will notify 
the County Office by returning a copy 
of Form FHA-37 or FHA 451-1 stamped 
“Receipt Corrected.” 

(d) Notifying borrowers. County Su¬ 
pervisors will inform borrowers of any 
reapplication between real estate and 
other loan accounts, and of any other 
reapplication of a significant amount. 


§ 1861.7 Overpayments and refunds 

(a) If, after all principal and inter¬ 
est indebtedness of a borrower has been 
repaid, there is an additional amount 
identifiable as “excess” for credit to the 
borrower, it will be refunded to him. 

(b) If a borrower believes he has made 
an overpayment and requests a refund, 
such a request must be in writing. 

§ 1861.8 Return of paid-in-full or 
lied notes to borrower. 


(a) Return of notes after collection. 
Vhen a note (or loan-type account) evi- 
iencing an Operating Emergency, Spe¬ 
cial Livestock, Soil and Water Conser¬ 
vation loan coded J, or other production- 
type loan has been satisfied by 

n full, or otherwise, the Finance Office 
will return such note, stamped with an 
appropriate legend, to the County Office. 
it the County Supervisor determines tnai 
the account has been satisfied, the note 
will be returned to the borrower im¬ 
mediately except that: A 

(1) When the final payment is ma “ e 
In a form other than currency and coi . 
rreasury check, cashier's check, cert- 
fled check, Postal or bank money order, 
oank draft, or a check issued by a respon¬ 
sible lending institution, the note wm 
not be surrendered until 15 days a^er 
the date of final payment, and 

(2) When the note is needed in mas 
Ing marginal releases or saUsfactionsoi 
security instruments, it will be held 

;he instruments are satisfied. yy 

(b) Surrender of notes to eB ec \? 0 ' le JL m 
lion. (1) In individual cases, the ri 
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nance Office, upon request from County 
Supervisors, is authorized to furnish 
them with promissory notes and a state¬ 
ment of the amount due under such notes 
when the surrender of the notes is nec¬ 
essary to effect final collection. County 
Supervisors will surrender the notes to 
borrowers in such cases when final pay¬ 
ments of the amount due are made in 
the form of currency and coin. Treasury 
check, cashier’s check, certified check, 
Postal or bank money order, bank draft, 
or a check issued by a responsible lending 
institution. 

(c) Lost notes. If notes evidencing 
satisfied accounts cannot be found, State 
Directors may authorize County Su¬ 
pervisors to execute appropriate affi¬ 
davits regarding lost notes in cases in 
which such affidavits are requested by 
borrowers. 

(d) Return of notes reduced to judg¬ 
ment. Notes which have been reduced 
to judgment are a part of the court rec¬ 
ords and ordinarily cannot be withdrawn 
and returned to the borrower even after 
satisfaction of the judgment. Therefore, 
no effort will be made to obtain and re¬ 
turn such notes except upon the written 
request of the Judgment debtor or his 
attorney. Such requests will be referred 
to the Office of the General Counsel. 
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§ 1861.9 Definitions and other informa¬ 
tion on Farm Ownership, Soil and 
Water Conservation, Ollier Real 
Estate, and Farm Housing accounts. 

(a) Installment on note and other 
charges —(1) Direct loan accounts. For 
a borrower with a direct loan, the term 
installment on note and other charges," 
as used in this part, will be the sum of 
the following: 

(1) Annual installment for the year as 
provided in his promissory note. 

- A ? y recov erable cost charges paid 
ior the borrower during the year, such 
as taxes and insurance. 

( 2 ) Insured loan accounts. Forabor- 

^w r ii With 811 insured loan, the term 
installment on note and other charges," 

thefoUowln^ 3 ^ be the Sum 0f 

inst aHment for the year 
,?.^° VIde<i in his promissory note. 

In L insurance charge except 

pftmT S{ iW Insured loans evidenced by 
fe^‘ 2 i£ PHA 442 ~ 10 ' FHA-251. 

(Hi) 44 ?' 14 ' PHA - 252 - arid FHA 442-2. 
forth .k recover age cost charges paid 

t^e S L^uS n d c U e ring thC yCar> SUCh ftS 

®acle aut^t^? r ? ed lntcrest on advances 
on the ^5 the insurance fund as shown 
on the statement of account. 

surancr f?r anc f accoun *- The term "in- 
fower with «°n applles onl y to a bor- 
tination insured loan and Is a com- 
U) Th * the following: 
cept mT™™ 1 insurance charge ex- 
tv notes of Insured loans evidenced 
l0 .PHA 2^ tiu? ^A" 218 ' FHA 442- 
PHA^Ti 51, PHA 443 ~ 14 . FHA-252. and 
(2) » 

^ance ^ , n d dVanCeS made 0Ut of the in * 

made foterest on advances 

°ut of the Insurance fund. 


(c) Schedule status. For direct and 
insured loans, a borrower will be on 
schedule, ahead of schedule, or behind 
schedule when the sum of his regular 
payments through the last preceding due 
date of the note equals, exceeds, or is 
less than, respectively, the sum of “in¬ 
stallments on his note and other 
charges" due through the same date. 

(d) Farm Ownership payments. The 
agreements of most borrowers provide a 
system of variable payments which per¬ 
mits paying more than the scheduled 
installment on the note and other 
charges in good years and using the ex¬ 
cess to reduce the amount to be paid in 
poor years. 

(1) Payment requirements, (i) Farm 
Ownership borrowers whose loans were 
approved prior to November 1, 1946, and 
who are repaying their loans under vari¬ 
able payment agreement forms FSA-LE- 
228 or FSA-550, will be required, subject 
to the terms of the agreement, to pay 
each year the amount determined by the 
County Supervisor to be within their 
ability to pay. 

(ii) Any borrowers whose agreement 
calls only for fixed payments will be en¬ 
couraged to make additional payments 
in accordance with his ability. 

(iii) All other Farm Ownership bor¬ 
rowers will be required to pay one install¬ 
ment on note and other charges each 
year plus any amount the borrower is be¬ 
hind schedule and any additional sums 
agreed to by the borrower and the 
County Supervisor. However, any bor¬ 
rower who is ahead of schedule and 
whose income for the year is determined 
to be below normal will be required to 
pay at least an amount sufficient to keep 
him on schedule as of the next due date. 

(2) Determination of below-normal 
income for the year, (i) The County 
Supervisor will make a determination as 
to whether or not a borrower’s income 
for the year was below-normal only 
when requested to do so by a borrower in 
the category covered by subparagraph 
(1) (iii) of this paragraph who is ahead 
of schedule and has not paid an amount 
equal to the installment on note and 
other charges for the year. The County 
Supervisor will advise such a borrower 
by letter as to whether or not his income 
for the year has been determined to be 
below normal and whether he will need 
to pay a full installment for the year or 
may pay less than a full installment. 

(ii) The borrower’s income will be 
considered not below normal when it is 
equal to or exceeds an amount sufficient 
to pay usual family living and reasonable 
farm operating expenses, make normal 
capital replacements within reasonable 
conformance with the farm and home 
plan, and pay installment on his note 
and other charges for the year. If the 
borrower is not receiving year-end 
analysis, the determination of whether 
the borrower had a below-normal income 
year will be made on the basis of an esti¬ 
mate of the borrower’s income, based on 
the information concerning the bor¬ 
rower’s production for the year as com¬ 
pared with the production of other 
borrowers in the area. The County 
Supervisor may take into consideration 


factors which probably would affect the 
borrower’s income, such as drought, hail 
or insects prevalent in the area and on 
the borrower’s farm, the prevailing level 
of commodity prices compared with the 
costs which were probably encountered 
by the borrower in his particular type of 
farming, and any other relevant infor¬ 
mation acquired by the County Supervi¬ 
sor during the year from farm visits, 
personal interviews, or other reliable 
sources. 

(e) Farm housing payments. (1) A 
borrower may make payments ahead of 
schedule at any time. He may later use 
such ahead-of-schedule payments to 
forego payments or to supplement the 
amount available during any year for 
payment on his annual installment on 
note and other charges. All borrowers 
should be encouraged to establish pre¬ 
payment reserves. 

(2) One annual installment on note 
and other charges will be due each year 
plus any amount behind schedule, ex¬ 
cept that a borrower who is ahead of 
schedule will be required to pay an 
amount sufficient to keep him on sched¬ 
ule as of the next due date. 

(f) Soil and water conservation pay¬ 
ments. (1)A borrower may make pay¬ 
ments ahead of schedule at any time. He 
may later use such ahead-of-schedule 
payments to forego payments or to sup¬ 
plement the amount available during any 
year for payment on his annual install¬ 
ment on note and other charges. 

(2) The annual insurance charge for 
borrowers whose insured loans are evi¬ 
denced by notes not on Forms FHA-218 
FHA 442-10, FHA-252 or FHA 442-2 is 
computed on the basis of the amount of 
the unpaid principal obligation as of the 
annual installment due date, and is due 
and payable on that date. 

(3) One annual Installment on note 
and other charges will be due each year 
plus any amount behind schedule ex¬ 
cept that a borrower who is ahead of 
schedule will be required to pay an 
amount sufficient to keep him on sched¬ 
ule as of the next due date. 

(g) Reamortizing direct Farm Owner¬ 
ship Farm Housing . and direct Soil and 
Water Conservation accounts. (1) Such 
accounts will be reamortized when: 

(1) A Farm Ownership borrower whose 
loan was approved prior to November 1, 
1946, and who signed Form FSA-LE-228,' 
is behind schedule, and has such agree¬ 
ment canceled, unless Immediate fore¬ 
closure proceedings are recommended 

(ii) Any borrower who is not behind 
schedule, has made extra payments and 
refunds totaling 10 percent or more 
of his loan, requests reamortization on 
Form FHA 451-21, "Request for Re¬ 
amortization of Real Estate Loan," and 
the State Director determines that the 
borrower is likely to have difficulty in 
meeting his obligations unless the loan 
is reamortized. 

(2) A revised amortization schedule 
will be in accordance with the following: 

(i) The total amount (interest and 
principal) owed on the note as of the 
due date previous to the date the request 
for reamortization is received in the Fi¬ 
nance Office (minus any extra payments 
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or refunds made between those dates) 
will be reamortized so as to retire the 
debt in equal annual installments by the 
maturity date of the note. 

(ii) The borrower’s note account will 
be on schedule as of the last installment 
due date preceding the date of reamor- 
tization. The installment due date will 
be the same as the due date on the note 
(or accounts) being reamortized. 

(3) When the revised amortization 
schedule has been calculated, the County 
Supervisor will notify the borrower of 
the change. It will not be necessary to 
obtain a new note or to change the face 
value of the reamortized note. 

Subpart B—[Reserved! 

Subpart C—Servicing Loans to 
Cooperative Associations 

Authority: The provisions of this Sub¬ 
part C issued under sec. 41, 50 Stat. 528, as 
amended, sec. 6, 50 Stat. 870; 7 US.C. 1015, 
16 T7.S.C. 590w. Interpret or apply sec. 41. 
50 Stat. 528, as amended, sec. 2, 50 Stat. 869, 
as amended; 7 U.S.C. 1015, 16 U.S.C. 590s. 

§ 1861.41 General. 

Sections 1861.42 to 1861.47 prescribe 
the policies, authorities, responsibilities 
and procedures for loan servicing and 
supervision of all active cooperative as¬ 
sociations. Active cooperative associ¬ 
ations, referred to in this subpart as 
“associations,” include water facility 
associations and all other cooperative 
associations indebted to the Government 
for direct loans which have not been ap¬ 
proved for liquidation. 

§ 1861.12 Policies. 

(a) Associations are expected to place 
all phases of their operations on a sound 
basis, and to manage their own affairs 
with a minimum of technical advice and 
guidance from the Farmers Home Ad¬ 
ministration. 

(b) Servicing of association loans will 
be directed toward the repayment of 
loans on schedule and obtaining compli¬ 
ance with all provisions of the loan 
agreements, notes and security instru¬ 
ments. Associations will be encouraged 
to prepay their indebtedness to the Gov¬ 
ernment when possible. 

(c) When technical services related to 
operations, accounting and membership 
relations are available through other 
Government agencies, regional coopera¬ 
tive organizations, or other independent 
sources, associations will be expected to 
use such services and will be directed to 
them. 

(d) Personnel of the Farmers Home 
Administration will not perform any of 
the following functions or services for 
borrower associations: (1) Serve as offi¬ 
cials; (2) perform any administrative or 
employee functions with respect to any 
phases of the business; (3) perform cler¬ 
ical services, maintain financial or other 
records, prepare financial reports or 
develop operating budgets for the associ¬ 
ations. This will not prohibit the neces¬ 
sary training of association Boards of 
Directors, committees and employees in 
the performance of their respective 
duties or the exercise of official duties 
by Farmers Home Administration em¬ 


ployees specifically authorized in indi¬ 
vidual cases for the protection of the 
Government’s financial interests. This 
paragraph does not apply to State and 
County Committeemen who are members 
but not directors or officers of borrowing 
associations; however, no such State or 
County Committeemen may act upon 
any matters relating to Farmers Home 
Administration loans to associations in 
which they hold memberships. 

(e) Associations in default and not 
operating on a sound basis, which after 
careful analysis do not evidence prospects 
of attaining future successful operations 
within a reasonable time, will be liqui¬ 
dated in an orderly and businesslike 
manner in accordance with authoriza¬ 
tions and instructions issued by the Na¬ 
tional Office in individual cases. 

(13 7. R. 9438, Dec. 81. 1948, m amended at 
17 P. R. 2705. Mar. 28.1952 J 

§ 1861.43 Authorities. 

(а) Subject to the provisions of 
§| 1861.42 to 1861.47 and the approval of 
the representative of the Office of the 
General Counsel as to legal sufficiency. 
State Directors are authorized to per¬ 
form the following functions when it is 
determined that such action will not be 
to the detriment of the Government: 

(1) Approve annual budgets sub¬ 
mitted by associations. 

(2) Approve requests from associa¬ 
tions to extend credit to patrons. 

(3) Require additional security when 
it is determined that existing security is 
inadequate. 

(4) Require associations to carry in¬ 
surance of the types and amounts de¬ 
termined necessary on property mort¬ 
gaged to the Government. 

(5) Require associations to provide 
adequate bond coverage on officials and 
employees handling a substantial amount 
of cash or property. 

(б) When required by the loan agree¬ 
ment: Approve the general manager ap¬ 
pointed by an association and the amount 
of his salary; approve the discharge of a 
manager upon request of the association; 
and request the association to discharge 
its manager when such action is deemed 
necessary to protect the Government’s 
interest. 

(7) Approve requests from associa¬ 
tions for revision of existing charters 
and by-laws. 

(8) Inform associations of the con¬ 
ditions under which the Government will 
release liens on mortgaged property to be 
sold or exchanged and after sale or ex¬ 
change release such property from lien 
instruments held by the Government. 
Provided: 

(i) The sale or exchange of the prop¬ 
erty will not impair future successful 
operations. 

(ii) The security is sold for cash at not 
less than its current fair market value 
and the proceeds arc remitted to the 
Government for application on the as¬ 
sociation’s indebtedness; or, the ex¬ 
change will result in the Government ob¬ 
taining other security property or cash 
or both, which is equivalent to the fair 
market value of the property exchanged. 


(9) Approve requests from associa¬ 
tions to purchase stock or other securi¬ 
ties or become a member of any other 
corporation or association when the 
benefits to be derived therefrom are com¬ 
mensurate with the investment. 

(10) Approve requests from associa¬ 
tions for the distribution of cash divi¬ 
dends or patronage refunds. 

(11) Approve requests from associa¬ 
tions for voluntary dissolution and liq¬ 
uidation of assets when it is determined 
that the sale of the association’s assets 
will retire in full its indebtedness to the 
Government. 

(12) Appoint a supervisor to act as the 
Government’s representative, if provi¬ 
sion is made therefor in the loan agree¬ 
ment, when: 

(i) The association has failed to com¬ 
ply with the terms and conditions of the 
loan agreement and such failure has 
jeopardized seriously the Government’s 
interest or in all probability will do so. 

(ii) Other methods of securing volun¬ 
tary compliance with the loan agreement 
have failed. 

(13) Approve requests from associa¬ 
tions for construction or for the acquisi¬ 
tion of construction materials and equip¬ 
ment involving major improvements and 
repairs. 

(14) Approve requests from associa¬ 
tions to borrow funds or contract liabili¬ 
ties outside the regular and usual course 
of business. 

(15) Renew existing security instru¬ 
ments. 

(b) All requests or applications from 
associations which the State Director is 
not authorized to approve will be re¬ 
ferred to the National Office together 
with the State Director’s recommenda¬ 
tions. These will include, among others, 
the following: 

(1) To renew or amend the terms or 
conditions of existing notes or loan 
agreements. 

(2) To modify the requirements for 
setting aside funds or collecting retains 
for application on the association’s in¬ 
debtedness to the Government. 

(3) To merge or consolidate with an¬ 
other organization. 

(4) To transfer any assets to another 
organization except in the regular and 
usual course of business. 

(5) To voluntarily dissolve an associa¬ 
tion and liquidate its assets when it is 
determined that the proceeds of sale win 
not retire in full the association’s obliga¬ 
tion to the Government. 


§ 1861.44 Responsibilities. 

(a) County Supervisors are respon¬ 
sible for: , f . A i r 

(1) Informing associations of their 
obligations to the Government imner 
existing loan agreements, notes ana ** 


irity instruments. 

(2) Informing associations of u> 
pes and frequency of report requue- 
ents under { 1861.45. 

(3) Prompt collection of associati 
an obligations to the Government ana 
rvicing security for such loans as 
iired by $3li.61.42 U> 1861.47. 
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(4) Securing compliance by the asso¬ 
ciation of other terms and conditions of 
its agreements with the Government. 

(5) Reporting to State Directors 
promptly the failure of any association 
to comply with the terms and conditions 
of its agreements after such non-com¬ 
pliance has been brought to the atten¬ 
tion of the association and has not been 
corrected. 

(6) Furnishing such training and 
technical guidance, not readily available 
through other sources, to associations as 
is required for protecting the Govern¬ 
ment’s interests. This training and 
guidance may relate to business opera¬ 
tions, personnel training, membership 
activities or any other phase which vital¬ 
ly affects such association’s operations 
and the Government’s interest. 

(7) Attending the annual meeting 
and. as necessary, other membership or 
directors meetings of associations in the 
capacity of technical adviser. 

(b) State Field Representatives are 
responsible for: 

(1) Providing County Supervisors with 
technical guidance, training, and follow¬ 
up supervision as needed. 

(2) Administrative follow-up to ascer¬ 
tain that County Supervisors carry out 
their responsibilities as prescribed in 
§§ 1861.42 to 1861.47. 

(3) Consulting with and, if necessary, 
arranging for the assistance of State Of¬ 
fice personnel on special training and 
problems of cooperative associations. 

<c) State Directors are responsible 
for: 

(1) Coordinating and directing loan 
servicing and supervisory activities re¬ 
lating to associations under their juris¬ 
diction and performing other functions 
as prescribed by §5 1861.42 to 1861.47. 

(2) Establishing a record system in 
such manner as deemed advisable for 
maintaining follow-up action to assure 
prompt compliance by associations with 
equlrements related to budget and re¬ 
port submissions, insurance and bond re¬ 
newals, reports required under State 
J-*aws, chattel security expirations, repay¬ 
ment schedules and other major loan and 
security servicing requirements. 

s Budget and report sub minion 

by associations. 

J^t nn . uaI bud cet. (l) When re- 
! oan agreements, annual op- 
££• budgets will be submitted to the 
associations at the be- 
A Qivt 8 °J 1116 association’s fiscal year. 
Within erace period Is allowed 

pie,,. each association will com- 

County tS sSS so ^ ld tranSm,t “ 10 the 

®ittedTn C q an P Uft l budget may be sub- 
elation h.ff y to [ m desired b ? the asso- 

In detaa b th« mu ?i t Set forth clearly and 
Pensei e^^ated Income and ex- 

Poses\n°J 5 16 £ ear - If the budget pro- 
Previons 7 Slgr ! flcan t changes from the 
budget mSfhf operating record, the 
narraf.ivT^ 1 be, supported by a written 
indicatp a , X J“* aU estimates that 

(b, ^® lgnmcant change. 

ProvisZ* (1) Pursuant to the 

beware nwi 1 ® . oan agreement, associa- 
e obligated to furnish such re- 


ports as the Government will from time 
to time require. It is the policy under 
this provision of the loan agreement to 
require annual audit reports of associa¬ 
tions and such additional reports as 
the State Director or the Administrator 
deems necessary. The annual audit re¬ 
port referred to in this paragraph may 
be in the form desired by the association 
but must consist of a balance sheet show¬ 
ing the association’s current financial 
position as of the end of each fiscal year 
and an operating statement showing the 
results of operations for the year just 
closed. 

(2) When an association’s total out¬ 
standing indebtedness to the Govern¬ 
ment exceeds $15,000, the audit report 
will be prepared by a qualified independ¬ 
ent auditor. The auditing services of a 
central or federated cooperative will be 
considered a n independent audit. When 
an association’s total outstanding in¬ 
debtedness to the Government is $15,000, 
or less, the audit may be made by a com¬ 
mittee of the membership not including 
any officer, director or employee of the 
association. Audits made by a com¬ 
mittee of members will consist of a veri¬ 
fication of the balance sheet and operat¬ 
ing statement. The State Director may 
in the case of any association in this 
latter group require an independent 
audit where the nature of operations, 
volume of business or other factors in¬ 
dicate an independent audit to be neces¬ 
sary, and the cost would not be an undue 
financial burden to the association. 

(3) The annual audit report will be 
submitted preferably with the budget but 
in all cases as soon as possible after the 
close of the fiscal year. If the annual 
audit report has not been completed at 
the time for submitting the budget for 
approval, an unaudited copy of the bal¬ 
ance sheet and operating statement will 
be submitted with the budget in order 
to permit expeditious analysis and ap¬ 
proval of the budget. 

§ 1861.16 Analysis, transmittal and ap¬ 
proval of budget and analysis of 
audit reports. 


(a) Budgets —<T) Analysis. As soon 
as possible after the receipt of the budget 
and financial information in the form 
of the audit report or balance sheet and 
operating statement from an association, 
and after securing such additional In¬ 
formation as may be necessary, the 
County Supervisor will analyze the 
budget and supporting material and pre¬ 
pare Form FHA-958, “Financial and 
Budget Analysis,’’ in an original and two 
copies. The analysis will be made in 
the light of sound business practices, 
basic cooperative principles, and finan¬ 
cial interest of the Government. The 
County Supervisor will consult with the 
State Field Representative in analyzing 
the budget and in making his recom¬ 
mendations for approval or disapproval. 
The State Field Representative will at¬ 
tach his recommendations or indicate 
concurrence in those of the County 
Supervisor. 

(2) Transmittal. The County Super¬ 
visor will transmit to the State Director: 


(i) Form FHA-958 in an original and 
one copy. The remaining copy will be 
retained in the County Office. 

(ii) The annual audit report or the 
unaudited balance sheet and operating 
statement as the case may be. 

(iii) The budget as submitted by the 
association with his recommendations. 

(iv) Copies of the minutes of the an¬ 
nual meeting and of any meetings of the 
Board of Directors at which the budget 
was discussed or acted upon. 

(v) Any other related material. 

(3) Approval, (i) The State Director 
after review of the budget will signify 
his approval or conditional approval by 
a letter addressed to the County Super¬ 
visor. 

(ii) An appropriate notation will be 
entered on the State Office record system 
of the receipt and approval of each asso¬ 
ciation’s annual budget. This notation 
will be made at the time of approval by 
the State Director. 

(iii) The State Director will retain in 
his files the original of Form FHA-958. 
The copy of Form FHA-958 and a copy of 
the letter approving the budget will be 
transmitted to the National Office. 

(iv) All budgets, audit reports, finan¬ 
cial reports, and other material sub¬ 
mitted in connection with the budget will 
be returned by the State Director to the 
County Supervisor with the approval 
letter and will become a part of the 
Farmers Home Administration County 
Office permanent records. 

(v) The County Supervisor will notify 
the association in writing of the approval 
of the budget and of any conditions pre¬ 
scribed in connection with such approval. 

(b) Analysis of late audit reports. 
When the audit report is submitted sub¬ 
sequent to the budget, the County Super¬ 
visor will analyze the report and com¬ 
pare it with the financial and operating 
statement that was submitted with the 
budget. In the event there are any sub¬ 
stantial differences, the County Super¬ 
visor will confer with the State Field 
Representative as to further action. 

§ 1861.17 Ix»an servicing. 


(a) Repayments—il) Notice of pay¬ 
ment due. Form FHA-93, “Statement 
of Account and Notice of Payment Due,” 
will be prepared in an original and three 
copies by the Area Finance Manager by 
the tenth of each month for ail associa¬ 
tions having installments of principal or 
interest falling due from the twenty- 
sixth of the current month through the 
twenty-fifth of the following month. 
The status of each note or suffix will be 
shown as well as the total of all notes on 
the Form FHA-93. Interest will be 
accrued and matured to the date of 
principal maturity in accordance with 
the terms of the note. The Area Finance 
Manager will mail the original to the 
association, a copy to the County Super¬ 
visor, and a copy to the State Director. 

(2) Receiving and transmitting of re¬ 
payments. Repayments from associa¬ 
tions will be handled in accordance with 
§§ 1862.1 to 1862.3 of this chapter. 

(b) Statement of account . The Area 
Finance Manager, upon request of the 
State Director, wUl furnish the original 
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and two copies of Form FHA-749, “State¬ 
ment of Cooperative Loan Account/* 
showing the status of the loan account 
of any association as of the date the 
information is requested. 

(c) Form FHA-106, “Register of Loan 
Control Transactions The Area Fi¬ 
nance Manager will prepare Form FHA- 
106 in an original and three copies as of 
June 30th and December 31st of each 
year. The original and one copy of this 
form will be sent to the National Office, 
Attention: Finance Division, Fund Ac¬ 
counting Section; one copy will be sent to 
the State Director; and one copy will be 
retained in the Area Finance Office. 

(d) Satisfactions. When a loan has 
been paid in full, the Area Finance Man¬ 
ager will prepare Form FHA-597, “Notice 
of Fully Paid Notes/* in an original and 
one copy and forward them to the Com¬ 
munications and Records Management 
Section having custody of the notes. The 
notes will be stamped “Paid in Full” and 
will be sent, attached to the original of 
Form FHA-597, to the State Director. 
The copy of the Form FHA-597, with 
appropriate notation that the notes have 
been returned, will be filed in the client 
file in the Communications and Records 
Management Section. Upon receipt of 
Form FHA-597 and accompanying notes, 
State Directors are hereby authorized to 
satisfy and discharge lien instruments 
by executing Form FHA-77, '‘Satisfac¬ 
tion/* when all notes secured by such 
lien instruments are fully paid. Form 
FHA-77, notes, related security instru¬ 
ments, insurance policies, and bonds will 
be transmitted to the County Supervisor. 
County Supervisors are authorized to de¬ 
liver Form FHA-77, paid in full notes, 
related security instruments, insurance 
policies, and bonds to the association and 
are authorized to make marginal releases 
of security instruments described in 
Form FHA-77 as may be required by 
State Laws. The original of Form FHA- 
597 will be filed in the client file in the 
County Office. 

(e) Insurance and bonding. (1) Thirty 
days prior to the expiration date or 
premium payment date of an insurance 
policy or bond, the State Director will 
notify the County Supervisor of the 
coverage required and the County Super¬ 
visor will request the association to 
obtain such coverage. The originals of 
policies and bonds will be transmitted by 
the County Supervisor to the State Office 
where they will be retained. 

(2) Insurance policies will have at¬ 
tached the standard mortgage clause 
(without contribution) or Form FHA- 
878, “Insurance Mortgage Clause/* If 
a mortgage clause has been approved or 
is made mandatory by the laws of any 
State, such clause will be used in that 
State. If a standard mortgage clause 
(without contribution) is printed in the 
policy, then a loss payable clause will be 
required. The name of the United States 
of America as mortgagee will be inserted 
in the mortgage clause. 

(3) Associations will obtain required 
fidelity bonds locally through acceptable 
bonding companies. The State Director 
or his successor in office acting for the 
United States Government will be named 
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as obligee in the bond, jointly with the 
association. 

(f) Renewals. (1) Direct loans to ac¬ 
tive associations may be renewed when 
all of the following conditions exist: 

(1) The Association has a substantial 
delinquency which cannot be liquidated 
within one year. 

(ii) The renewal action will not op¬ 
erate to the financial detriment of the 
Government or impair the security rights 
of the Government. 

(iii) The budget and/or plan of opera¬ 
tions of the association provide reason¬ 
able assurance that the association will 
be able to make payments from normal 
operating income in accordance with the 
terms of the proposed renewal. 

(iv) The Board of Directors and mem¬ 
bership have definite plans for obtaining 
membership support and providing com¬ 
petent management for the continued 
activity of the association. 

(2) Associations desiring to renew 
notes evidencing loans from the Govern¬ 
ment will submit their applications to 
the County Supervisor. These applica¬ 
tions will be supported by the following: 

(i) A current financial report consist¬ 
ing of a balance sheet and operating 
statement which presents an accurate 
report of the association's financial con¬ 
dition. This report must be certified as 
to its accuracy by a responsible official 
of the association. 

(ii) A certified copy of an appropriate 
resolution adopted by the Board of Di¬ 
rectors and/or membership authorizing 
the renewal action. 

(iii) A budget referred to in subpara¬ 
graph (1) (iii) of this paragraph. This 
budget must be supported by a narrative 
statement describing any significant 
changes In the association's plan of op¬ 
eration that will reflect the association’s 
ability to make payments from normal 
operating income in accordance with the 
proposed renewal. 

(iv) An independent current fair mar¬ 
ket value appraisal of all property owned 
by the association on which the Govern¬ 
ment holds a lien. 

(3) All applications for renewal of as¬ 
sociation loans will be submitted to the 
State Director with recommendations 
from both the County Supervisor and 
State Field Representative. 

(4) Upon receipt of an application 
for renewal of an association’s loan, the 
State Director shall request the Area 
Finance Manager to prepare a special 
statement of account. The State Direc¬ 
tor will review the special statement of 
account, the application for renewal and 
supporting Information and forward the 
complete docket with his recommenda¬ 
tions to the National Office for further 
consideration. 

(5) The State Director will be advised 
of the action taken on a request for re¬ 
newal. If the renewal is approved, the 
State Director will then be supplied with 
a renewal note form which he will pre¬ 
pare in an original and two copies. The 
note will be dated as of the date on which 
the renewal will take effect. The re¬ 
payment schedule of the renewal note 
will be in annual principal installments 
as prescribed by the National Office. The 


State Director will, after securing ap¬ 
proval of the representative of the Office 
of the General Counsel as to legal suf¬ 
ficiency, transmit the original and copies 
of the note to the County Supervisor with 
a letter of instruction with reference to 
execution of the renewal note and com¬ 
plying with any renewal conditions. A 
copy of this letter will be sent to the Area 
Finance Manager who will discontinue 
accruing interest until he receives the 
original executed renewal note. When 
the original note has been executed by 
the appropriate officials of the associa¬ 
tion, the County Supervisor will forward 
the original to the Area Finance Man¬ 
ager, one copy will be furnished the asso¬ 
ciation, and one copy retained in the 
County Office. The County Supervisor 
will also advise the State Director that 
the renewal note has been executed. 

(g) Releasing security. (1) Any dis¬ 
positions of property mortgaged to the 
Government are made subject to such 
mortgage. Associations will be held 
strictly accountable to the Government 
for all proceeds derived from the sale of 
mortgaged property which the Govern¬ 
ment is entitled to receive under its lien. 

(2) Before security property mort¬ 
gaged to the Government is sold or ex¬ 
changed, associations are required to 
obtain from the Farmers Home Admin¬ 
istration a statement of the conditions 
under which the lien will be released. 
This statement will be made on Form 
FHA-851. “Statement of Conditions on 
Which Lien Will Be Released.” 

(3) When an association desires to 

sell or exchange the mortgaged property, 
it will submit to the County Supervisor 
the following: . 

(i) A certified copy of an appropriate 

resolution adopted by the Board of Di¬ 
rectors and/or membership requesting 
permission to dispose of security 
property. x 

(ii) A narrative statement setting 

forth the reasons for disposing of secu¬ 
rity property. ¥ 

(iii) A report reflecting the current 
fair market value of the property to oe 

released. . 

(4) The County Supervisor will pre 
pare an original and two f copies of Jorm 
FHA-851. One copy will be retained 
the County Office and the originalla 
one copy will be forwarded to the Sta 
Director along with the requestfor^r 

mission to dispose of secur . it L p frn ^! the 

supporting information received fiomUie 

association and the 
recommendations. The State Dhw 
will indicate his approvalofwndU ^ 

of sale or exchange by excciiting 
original of Form FHA-851 and £ delivery 
it to the County Supervisor for a * 
to the Association. or 

(5) When security property is o.d^ 

exchanged in accordance with ^ j. orrn 
ditions stated in the appro j 

FHA-851. the County Supervisor ^ 

prepare Form FHA-99. Re e . ^ 

original and two copies c py dthe 

be retained in the County^‘ arded 
original and one copy will ute a. 

to the State Director to be «ec ^ 
After execution the original 
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to the County Supervisor for delivery 
to the association. 

(6) Property acquired by associations 
by exchange or by purchase with pro¬ 
ceeds from the sale of other mortgaged 
property must be made subject to a lien 
in favor of Farmers Home Administra¬ 
tion in such manner as the Representa¬ 
tive of the Office of the Solicitor advises 
to be appropriate under applicable State 
laws. When a new security instrument 
is necessary, it will be taken at the time 
of acquisition of the new property. 

<h) Reporting on defaulted cases. (1) 
Defaults by associations under their 
notes, loan agreements, mortgages or 
other security instruments, which have 
not been cured by the association after 
a reasonable amount of loan servicing 
and supervision by County Supervisors 
with the advice of the State Field Rep¬ 
resentative, will be reported in narra¬ 
tive form to the State Director with 
either their joint or separate recom¬ 
mendations. The association file and 
other pertinent material will be for¬ 
warded to the State Director with the 
report. 

(2) In cases where the County Super¬ 
visor and the State Field Representative 
recommend liquidation of an associa¬ 
tion's assets the following additional in¬ 
formation will be included in the report 
to the State Director. 

(i) A statement as to whether or not 
the liquidation would be voluntary on 
the part of the association. If the asso¬ 
ciation has authorized liquidation, then 
a copy of the resolution should be at¬ 
tached. 


<ii) Specific recommendations on the 
method of carrying out the liquidation. 

Uii) Estimate of the net amount that 
probably will be realized from disposal of 
the assets, and an estimate of the loss, 
if any, to the Government. 

dv) A list of unsalable assets and rec¬ 
ommendations for disposal if title to such 
assets will rest the Government. 

<3) If the liquidation of an associa¬ 
tion's assets is involved and the recom¬ 
mended liquidation action is not within 
the approval authority of the State Dl- 
**tor as prescribed in § 1861.43, the 
complete docket, together with the State 
^rector's recommendations, will be for¬ 
warded to the National Office. In such 
Iif*?. 0655 authorities and ln- 

tnictions will be issued by the national 
mce when liquidation is authorized. 

aU iiQuldation action has 
n completed, the complete docket will 

in thl Ur IL ed toe unit office and placed 
^ the official files in that office. 

Na'in A f V( ^[ ntme nt of supervisor —(1) 
W the supervisor (1) When the 
DirPM^ e ^ ent so Provides and the State 
that an association’s 
conriiHr^ 0 c P mply vrith the terms and 
ardh n« ns °? the loan agreement is jeop- 
wm se ri°usly or in all probability 
ment'l ?«f rdiz€ seriously the Govem- 
8ecurfn^ te ^ est and aU other methods of 
loannar voluntary compliance with the 
Point have falled ' he a P- 

agreemrlf Pe f visor ' M defined in the loan 

representoV* act ^ the Government 
ntative for the purpose of carry¬ 


ing out the terms and conditions of the 
agreement. 

(ii) The State Director will notify in 
writing the person selected of his ap¬ 
pointment as supervisor. The letter 
which must be approved by the repre¬ 
sentative of the Office of the General 
Counsel for legal sufficiency, will include: 

(a) A statement of the supervisor’s 
duties and responsibilities. 

(b) The authorities granted him in or¬ 
der to carry out his duties and responsi¬ 
bilities of managing the operations of the 
association. 

(c) A stipulation of the salary, if any, 
which he is to receive for his work. In 
case an employee of the Government is 
appointed supervisor he will receive no 
compensation in addition to his regular 
salary. 

( d) Other information and instruc¬ 
tions necessary to enable him to perform 
his duties effectively. 

(2) Notice to the association . The 
State Director will notify the association, 
in writing, of the appointment of a su¬ 
pervisor citing the appropriate provisions 
of the loan agreement. The letter of no¬ 
tification will Include the following: 

(1) A notice of the specific breach(es) 
of the loan agreement which renders the 
appointment necessary and the objec¬ 
tives of the Government in taking con¬ 
trol. 

<ii) The name of the supervisor and 
his salary, if any, as fixed by the Govern¬ 
ment. 

(iii) A detailed statement describing 
the specific authorities and duties of the 
supervisor. 

(3) Bonding . The State Director will 
require that an adequate bond be ob¬ 
tained by the supervisor, the cost to be 
borne by the association. 

(4) Notice to the National Office. The 
State Director will immediately notify 
the National Office of the appointment 
of a supervisor and submit a statement 
for future handling of the association 
which will include plans for returning 
management to the association or rec¬ 
ommendations for liquidation actions. 

(j) Reporting other associations re¬ 
quests and applications. (1) Requests 
and applications from associations for 
other loans servicing actions not spe¬ 
cifically covered by this action will be 
made in written form addressed to the 
County Supervisor and must be sup¬ 
ported by a copy of the resolution 
adopted by the members or Board of 
Directors in connection with such re¬ 
quest. 

(2) The County Supervisor will attach 
to the request or application, the asso¬ 
ciation county office file containing the 
Charter, By-Laws, current year’s budget, 
where required, and the latest audit re¬ 
port. 

(3) The County Supervisor will 
analyze the request or application, make 
his recommendations after consulting 
with the State Field Representative, and 
transmit the complete docket to the 
State Director. The State Field Repre¬ 
sentative will attach his recommenda¬ 
tions or indicate concurrence in those of 
the County Supervisor by initialing the 
docket. 


(4) In certain cases, the State Di¬ 
rector may require additional informa¬ 
tion such as a current statement of ac¬ 
count from the Area Finance Manager, 
or a current fair market value appraisal 
of the association’s property. When such 
appraisals are required they must be 
made at no cost to the Government. 

(5) When the loan servicing action is 
not within the approval authority of the 
State Director as prescribed in § 1861.43, 
the complete docket, together with the 
State Director’s recommendations will be 
forwarded to the National Office. Spe¬ 
cific authorities and instructions will be 
issued in individual cases. 

[13 F.R. 9438, Dec. 31, 1948, as amended at 
22 FJi. 4011, June 7, 1957] 

Subpart D—Servicing Accounts of Bor¬ 
rowers Entering the Armed Forces 

Authority: The provisions of this Sub¬ 
part D issued under R.S. 161, secs. 41, 6, 50 
Stat. 528, as amended. 870, sec. 510, 63 Stat. 
437. sec. 4. 64 Stat. 100; 5 U.S.C. 22, 7 U.S.C. 
1015, 16 U.S.C. 590w, 42 U.S.C. 1480, 40 U.S.C. 
442. Interpret or apply secs. 1. 21, 50 Stat. 
522. as amended. 524, as amended, secs. 2. 501, 
63 Stat. 44, as amended, 432, sec. 2, 67 Stat. 
150, secs. 9, 10, 68 Stat. 735: 7 U.S.C. 1001. 
1007, 12 U.S.C. 1148a-2, 1148a-4, 42 U.S.C. 
1471, 16 U.S.C. 590X-2, 590X-3. 

§ 1861.61 General. 

It is not the policy of the Farmers 
Home Administration to renew, post¬ 
pone, or modify annual installments due 
under a borrower's promissory note be¬ 
cause of his entry in the armed services. 
However, scheduled payments will not be 
enforced against such a borrower when 
such payments are beyond his ability to 
pay. Nevertheless, the long-time inter¬ 
est of the borrower can be served best by 
prompt and satisfactory arrangements 
for the use and protection, or disposition 
of the security property in accordance 
with the policies expressed herein. 

§ 1861.62 Borrower owing Farmers 
Home Administration loans which are 
secured hy chattels. 

(a) Policy . When information is re¬ 
ceived that a borrower is entering the 
armed forces, the County Supervisor will 
be responsible for contacting the bor¬ 
rower immediately for the purpose of 
reaching an understanding concerning 
the actions to take in connection with 
the Fanners Home Administration loan 
indebtedness. Such a borrower will be 
permitted to retain his chattel security 
property when arrangements can be 
worked out which will be satisfactory to 
the borrower and the Fanners Home 
Administration. However, because of 
tlie nature of chattel security, such a 
borrower will be informed of the usual 
depreciation of such security property 
and will be encouraged to sell the prop¬ 
erty and apply the proceeds on his 
loan(s). In most cases, the interests of 
both the borrower and the Government 
can be served better by arranging for a 
voluntary sale of the security property. 
A borrower retaining security property 
will be expected to make payments on his 
loams) equal to scheduled payments. 

(b) Methods of handling. In carrying 
out the above policy, the cases of bor- 
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rowers entering the armed forces will be 
handled in accordance with one of the 
following methods: 

(1) Voluntary sale of security prop¬ 
erty. When it is determined that the 
security property will be liquidated, the 
borrower will be urged to sell the prop¬ 
erty through the use of Form FHA-217, 
“Agreement for Public Sale,“ for a public 
sale, or Form FHA-851, “Statement of 
Conditions on which Lien will be Re- 
leased,” for a private sale. If for any 
reason it is more desirable or necessary 
for the property to be sold by the Farm¬ 
ers Home Administration, the sale will be 
through the use of Form FHA-209, 
“Agreement for Voluntary Liquidation of 
Mortgaged Chattels, 0 executed by the 
borrower before he is accepted for service 
in the armed forces if the sale is to be 
completed before the borrower is ac¬ 
cepted for service, or after he is accepted 
for service if the sale cannot be completed 
before the borrower is so accepted. For 
this purpose, an Individual will be con¬ 
sidered as accepted for service after he 
is ordered to report for induction, or if in 
the enlisted reserve, after he is ordered 
to report for service in the armed forces. 

(2) Assumption of indebtedness. When 
the borrower arranges with a person 
satisfactory to the Farmers Home Ad¬ 
ministration to purchase the security 
property and to assume the Farmers 
Home Administration loan indebtedness 
secured by chattels, the State Director is 
authorized to approve an assumption 
agreement for this purpose between the 
borrower, the person assuming the debt, 
and the Farmers Home Administration. 
In such a case, the origiral borrower 
will not be released from liability. 

(3) Arrangements with third persons. 
When the borrower arranges with a rela¬ 
tive or other reliable person to maintain 
the security property in a satisfactory 
manner and to make scheduled pay¬ 
ments. the State Director is authorized 
to approve the arrangement. In such a 
case, the borrower will be required to 
execute a power of attorney, prepared 
or approved by the Attorney in Charge, 
authorizing an attomey-in-fact to act 
for him during his absence. 

(4) Possible legal action. If the bor¬ 
rower fails or refuses to cooperate in the 
servicing of his Farmers Home Adminis¬ 
tration loan indebtedness secured by 
chattels in accordance with one of the 
methods set forth herein, his case will be 
forwarded to the State Director for 
action to be taken in protecting the Gov¬ 
ernment’s interest. 

(c) Statements of accounts and trans¬ 
fers. Borrowers entering the Armed 
Forces will be requested to designate 
mailing addresses for statements of ac¬ 
count. In cases in which assumption 
agreements have been executed, state¬ 
ments of account will be mailed to the 
assuming borrower. 

§ 1861.63 Borrower owing Farmers 
Home Administration loans which are 
secured by real estate. 

Any boiTOwer who is definitely enter¬ 
ing the Armed Forces should consult 
with the County Supervisor prior to the 
borrower's military service concerning 


the most advantageous arrangements 
that can be made regarding the farm. 
The County Supervisor will assist such a 
borrower in working out mutually satis¬ 
factory arrangements. 

(a) Power of attorney. Borrowers 
entering the armed forces who retain 
ownership of their farms should be en¬ 
couraged to execute a power of attorney 
authorizing the person of their choice 
to take any actions necessary to insure 
proper operation and maintenance of 
the farm, payment of insurance and 
taxes, and repayment of the loan. No 
employee of the Farmers Home Admin¬ 
istration will act as attorney-in-fact for 
a borrower. 

(b) When the borrower wishes to re¬ 
tain ownership of the farm. When a 
borrower wishes to retain ownership of 
his farm, the Farmers Home Adminis¬ 
tration wUl assist him in making ar¬ 
rangements for the operation of the 
farm which will protect the interests of 
both the Government and the borrower. 

(1) Leasing. It will be more satis¬ 
factory if the farm is leased under a 
written lease in accordance with equi¬ 
table leasing policies and applicable 
Fanners Home Administration proce¬ 
dures. The County Supervisor should 
assist the borrower in securing a depend¬ 
able tenant who is a good farmer, who 
will secure maximum production, e d 
who will maintain the farm in good con¬ 
dition. The borrower should make ar¬ 
rangements for the rental income to be 
used for regular payments on the loan 
in order to avoid the accumulation of 
unpaid interest. The borrower also 
should make arrangements for the pay¬ 
ment of taxes and insurance and main¬ 
tenance of the farm to avoid having 
these charges paid by the Government 
and charged to his account. It would 
be desirable to provide that the lease 
will continue for the duration of the 
borrower’s military service, unless either 
party gives written notice of earlier can¬ 
cellation of the lease. 

(2) Operation by family. When a 
borrower wishes to have the farm occu¬ 
pied and operated by his family or rela¬ 
tives without a written lease, the County 
Supervisor should advise him as to 
whether the proposed arrangements will 
be in the best interests of the borrower 
and the Government. When the farm is 
to be operated by relatives, the hazards 
and disadvantages to the borrower and 
the Government which are inherent in 
unwritten contracts will be discussed, 
and every effort will be made to induce 
the borrower to enter into formal con¬ 
tractual arrangements whenever pos¬ 
sible to do so. 

(c) When the borrower does not 
desire to retain ownership of the farm. 
When a borrower feels that the burden 
of managing the farm and continuing 
with payment of the indebtedness will 
be too great for him and his family, he 
may wish to transfer the farm to another 
approved applicant or to sell it outside 
the program. In any such case, the 
Farmers Home Administration will co¬ 
operate with the borrower in effecting 
a sale or transfer of the farm in accord¬ 
ance with applicable procedures. 


(d) When the borrower abandons the 
farm or fails to make satisfactory ar¬ 
rangements. When a borrower aban¬ 
dons the farm or fails to make satisfac¬ 
tory arrangements for maintenance of 
the farm, and payment of taxes, insur¬ 
ance, and installments on the loan, the 
County Supervisor will send a complete 
report on the case to the State Director 
and will include all the information he 
can secure regarding the borrower's 
plans for the farm and any evidence that 
indicates abandonment, in fact, has 
taken place. Abandonment cases, or in¬ 
stances in which the borrower fails to 
take action to transfer or sell his prop¬ 
erty and evidences no interest in it or 
desire to retain it, wiU be processed in 
accordance with applicable procedures. 

(e) Statements of account. Bor¬ 
rowers entering the armed forces who 
retain ownership of their farms wiU be 
requested to designate mailing addresses 
for statements of accounts. 


PART 1862 —COLLECTIONS 

Sec. 

1862.1 General. 

1862.2 Authority. 

1862.3 Receipts. 

Authority: The provisions of this Part 1862 
issued under R.S. 161, secs. 41, 6. 50 Stat. 528, 
as amended. 870. sec. 610. 63 Stat. 437. sec. 4, 
64 Stat. 100; 5 U.S.C. 22, 7 US.C. 1015, 16 
U.S.C. 590w, 42 US.C. 1480. 40 U.S.C. 442. 

§ 1862.1 General. 

(a) Checks, money orders, and similar 

items to be remitted as payments on 
accounts of the Farmers Home Adminis¬ 
tration should be made payable to the 
Farmers Home Administration, except 
that offers in compromise of judgment 
accounts authorized in Part 1864 of this 
chapter will be made payable to the 
Treasurer of the United States. All col¬ 
lection items in any form other than 
coin and currency will be accepted sub¬ 
ject to collection, that is, subject to the 
items being paid. Post dated checks wui 
not be accepted for payment on inaept- 
edness due the Farmers Home Adminis¬ 
tration. When such checks are received, 
they will be returned immediately to tne 
remitter. , . ro 

(b) Collection items containing re¬ 
strictive endorsements or notations 
which will not permit such items to oe 
processed and applied to accounts in ac¬ 
cordance with this chapter will be * 
turned to the remitters by the Farmers 
Home Administration official rc^ 17 ^ 
such items with a request that suc ^.' 
tations be withdrawn. However, ite 
containing restrictive endorsements 
notations not affecting the han 
thereof (for example: “payment in • 
when the amount thereof doesi in fax* 
pay the account in full) will be acc P 
and processed. 

(c) In order to expedite the appl'C 
tion of collections to Insured loan ac¬ 
counts, insured loan borrowers s 0 
be advised to make payments on su 
loans by cash, postal money orders, 
certified checks, cashier’s checks, o 
drafts, or bank money orders. 
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§ 1862.2 Authority. 

Farmers Home Administration em¬ 
ployees in bonded positions are hereby 
authorized to receive, receipt for, ex¬ 
change for money orders or bank drafts, 
and transmit collections. 

[21 P. R. 3856, June 6,1956] 

§ 1862.3 Receipt*. 

Form FHA-37, "Receipt for Payment,” 
will be used in receipting for collections 
and loan refunds. No other form of re¬ 
ceipt vdll be used for this purpose. 


PART 1863—REAL ESTATE TAXES 


Sec, 

1863.1 General. 

1863 2 Servicing taxes. 

1863 3 Servicing delinquent taxes 


Authority: The provisions of this Part 1863 
issued under RS. 161, sec. 41, 50 Stat. 528, as 
amended, sec. 510, 63 Stat. 437, sec. 4, 64 Stat. 
100, sec. 10, 68 Stat. 735; 5 U.S.C. 22, 7 U.S.C. 
1015, 42 U.S.C. 1480, 40 UJS.C. 442, 16 U.S.C. 
590x-3. Interpret or apply secs. 3, 61, 50 Stat. 
623, as amended. 531, as amended, sec. 12, 60 
8tat. 1076, as amended, sec. 602, 63 Stat, 433, 
sec. 2, 64 Stat. 98, secs. 9, 10. 68 Stat. 735; 
7 US.C. 1003. 1025, 1005b, 42 U.S.C. 1472, 
40 U. S. C. 440, 16 U. S. C. 590x-2, 590x-3. 

§ 1863.1 General. 

Each borrower with a Farm Owner¬ 
ship, Farm Housing, Other Real Estate 
or Soil and Water Conservation loan se¬ 
cured by real estate will be responsible 
for paying taxes, and all similar assess¬ 
ments, levies, and charges, on his farm 
to the proper taxing authorities. The 
obligation of the borrower to pay his 
taxes before they become delinquent is 
included in the mortgage securing his 
loan. 


§ 1863.2 Servicing taxes. 

(a) The County Supervisor will be re¬ 
sponsible for ascertaining that all mort¬ 
gaged real estate is listed properly for 
tax purposes, and 

<b) The County Supervisor will en¬ 
courage each borrower to pay taxes 
promptly in order to avoid any penalties. 
Normally, this can be accomplished 
through routine servicing of loans by 
emphasizing the advantages of setting 
aside sufficient income to meet tax ob- 
ngations when they become due. Taxes 
be adequately budgeted for those 
JoiTowers with whom Form FHA-14, 
an< * Home Plan,” is developed. 
«*cn borrower will be encouraged to 
nowy the County Supervisor when he 
has paid his taxes. 


§ 1863.3 Servicing delinquent taxon. 

£ rlor (usually about ninety days) 
tc kIV I 116 ^ ^ l e 2ally possible for action 
to w ta L^ e , n cause the borrower 

far£ SC fu or rtsht of possession of his 
ann, the County Supervisor will contact 
whntv> 0rr w Wer an( * definitely determine 
wil1 pay the delinquent tax 
H ** blower * unable 
aftor '1 mg to pay the delinquent tax 
W appropriate effort has been 
mem have bl 131 do so and the Govern- 
Coun^ m ? rtga ^ e Is a first mortgage, the 
proco.c |. upe rvisor will prepare and 
wess Standard Form 1034, “Public 


Voucher for Purchases and Services 
Ouher Than Personal,” to cover the 
amount of the delinquent tax plus the 
amount of any accrued penalty. If the 
Government is holding a mortgage other 
than a first mortgage on the farm, 
Standard Form 1034 will not be prepared 
until the County Supervisor has also de¬ 
termined that (1) the prior lien holder 
will not pay the delinquent tax, (2) the 
Government’s security will be jeopard¬ 
ized if the delinquent tax is not paid, and 
(3) the value of the security is sufficient 
to justify the advance. 

(b) The County Supervisor will ob¬ 
tain the signature of the appropriate 
taxing official, as “Payee,” on the orig¬ 
inal. 

(c) After the voucher has been proc¬ 
essed in the Finance Office, the U.S. 
Treasury check will be issued directly to 
the taxing body. The purpose of the 
payment will be stated on each check. 
Any amount advanced for taxes will be 
entered as a recoverable cost charge on 
the borrower’s account in the Finance 
Office. The advance will bear interest at 
the rate specified in the most recent note 
secured by a lien on the property to 
which the taxes apply. 


PART 1864—DEBT SETTLEMENT 

Sec. 

1864.1 Purpose and scope. 

1864 2 General policies. 

1864.3 Compromise and adjustment. 

1864 4 Cancellation \ipon application. 

1864 5 Cancellation of debts of deceased, 
disappeared, and bankrupt debt¬ 
ors without application. 

1864.6 Cancellation of small claims with 
principal of $150 or less. 

1864 7 Compromise or cancellation of debts 
through the use of Form FHA 
456-1, “Application for Settle¬ 
ment of Indebtedness." when 
signature of debtor cannot be 
obtained. 

1864.8 Joint debtors. 

1864.9 Cases in the hands of the Office of 

the General Counsel. 

1864.10 Cases referred to the Department of 

Justice. 

1864.11 Approval of settlement and submis¬ 

sion to Farmers Home Adminis¬ 
tration National Office. 

1864.12 Processing of Form FHA 456-1. 

1864.13 Processing of Form FHA 456-2. 

1864.14 Disposition of promissory notes. 

1864.15 Delinquent adjustment agreements. 

1864.16 Finance Office handling. 

Authority : The provisions of this Part 1864 
Issued under secs. 331, 339, 75 Stat. 312, 318, 
secs. 2. 4. 64 Stat. 98. 100; 7 U3.C. 1981, 1989, 
40 U.S.C. 440, 442; Order of Sec. of Agr., 19 
FJR. 74, 26 F.R. 8403. 27 FJt. 5005, 9957. 

§ 1861.1 Purpose and scope. 

This part sets forth the policies and 
procedures for settlement of debts owed 
the United States and administered by 
the Farmers Home Administration (re¬ 
ferred to in this part as debts owed to the 
Farmers Home Administration or to the 
Government) under any of its programs, 
including State Rural Rehabilitation 
Corporation accounts being administered 
under agreements entered into pursuant 
to section 2(f) of Public Law 499, 81st 
Congress provided that: 


(a) Settlement of Arkansas, Missouri, 
North Carolina, and Wisconsin corpora¬ 
tion accounts requires prior approval of 
the corporations or State officials hav¬ 
ing responsibility for the assets. 

(b) Settlement of New Hampshire 
Rural Rehabilitation Corporation ac¬ 
counts requires post approval of the Cor¬ 
poration. 

§ 1864.2 General policies. 

(a) Definitions . For the purpose of 
this part, the following definitions are 
applicable: 

(1) “Compromise” is the satisfaction 
of a debt by acceptance of a lump-sum 
payment less than the total amount due. 

(2) "Adjustment” is the reduction in 
a debt conditioned upon completion of 
payment of the adjusted amount at some 
specified future time or times, with or 
without the payment cf any considera¬ 
tion when the adjustment offer is ap¬ 
proved. An adjustment is not a final 
settlement until all payments under the 
adjustment agreement have been made. 

(3) “Cancellation” is the final dis¬ 
charge of a debt without any payment 
thereon. 

(4) “Settlement” is the compromise, 
adjustment, or cancellation of a debt 
owed the Farmers Home Administration. 
The term "settlement” is used for con¬ 
venience in referring to compromise, ad¬ 
justment, or cancellation actions, indi¬ 
vidually or collectively. 

(b) Collection efforts . The authori¬ 
ties contained in this Part 1864 for the 
settlement of debts will neither serve 
as justification for, nor permit prior to 
initiation of any debt settlement action, 
any relaxation of the efforts to collect 
in full the debts owed the Fanners Home 
Administration in accordance with ap¬ 
plicable policies and procedures. 

(c) Settlement of debts created re - 
cently. Debts will not be compromised 
or adjusted within a period of five years 
following the date on which they were 
created, except w*hen it is obvious from 
the facts submitted in support of the 
debtor's application for settlement that 
conditions of a very unusual nature, 
which were beyond his control, developed 
after the debt was created and resulted 
directly in his inability to repay his 
indebtedness. 

(d) Review by County Committee. 
The County Committee is not required 
to consider the cancellation of claims 
under § 1864.6. All other proposed settle¬ 
ment actions will be reviewed by the 
County Committee, which will recom¬ 
mend approval or rejection, and no set¬ 
tlement will be approved if it would be 
more favorable to the debtor than that 
recommended by the County Committee. 

(e) Determination that debtor has 
acted in good faith. <1) When a debtor 
applies for the settlement of his indebt¬ 
edness, consideration will be given to 
whether he has acted in good faith in an 
effort to pay his debts to the Govern¬ 
ment. Some of the factors to consider 
in making this determination are: 

(i) Whether the debtor has made any 
material misrepresentation or concealed 
any material facts in obtaining the loans. 
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(ii) Whether the debtor used substan¬ 
tial amounts of loan funds for unauthor¬ 
ized purposes which were detrimental to 
his operations. 

(iii) Whether the debtor has attempt¬ 
ed through the transfer or sale of secu¬ 
rity property or other assets, or by other 
means, to defeat efforts to collect the 
debt. 

<2) If it is determined that a debtor 
has not acted in good faith the settle¬ 
ment will not be approved unless or until 
the debtor has made appropriate com¬ 
pensation therefor. 

(f) Settlement when legal action has 
been recommended or is contemplated. 
Debts will not be settled if the debtor 
has committed any acts which might still 
subject him to criminal prosecution in 
connection therewith, civil action to pro¬ 
tect the interests of the Government is 
contemplated or pending, or the case is 
in the hands of the United States 
Attorney. 

<g) Negotiating the settlement . In 
negotiating a settlement the repayment 
ability and other circumstances of debt¬ 
ors will be discussed with them in order 
to assist in determining the proper type 
and terms of settlement offers. The 
present and future repayment ability of 
debtors, and any other pertinent factors 
will be the basis for determining whether 
the debts should be compromised, ad¬ 
justed, or canceled. The period of time 
during which payments on adjustment 
offers are to be made should not, except 
in unusual cases, exceed three years. 
Farmers Home Administration person¬ 
nel will not negotiate compromise or 
adjustment offers from debtors who have 
no present or prospective future repay¬ 
ment ability; also, debtors will be dis¬ 
couraged from making mere token offers. 
Debtors have the right, however, to make 
voluntary compromise or adjustment 
offers in any amount should they elect 
to do so. In such event their offers 
should be considered and processed, but 
an adjustment offer will not be approved 
in any case unless there is reasonable 
assurance that the debtor will be able 
to make the payments as they become 
due. 

(h) Proceeds from the sale of security 
property. Proceeds derived from the sale 
of security property, including crop se¬ 
curity, will not be used in making a com¬ 
promise or adjustment offer. Such pro¬ 
ceeds are subject to application on the 
debtor’s account, irrespective of an ap¬ 
plication for debt settlement. When a 
debtor has sold security property and 
wishes to use the proceeds therefrom as 
part or all of the offer, the County 
Supervisor will explain to him that such 
funds are to be credited on his debt. 
After such funds are received for credit 
to the debtor’s account, he then may 
apply for settlement of his remaining 
indebtedness. 

(i) Settlement where debtor owes 
more than one type of Farmers Home 
Administration loan. As a general rule, 
It will not be the policy to settle any loan 
indebtedness of a debtor who is also 
indebted on smother Farmers Home Ad¬ 
ministration loan, and who will continue 
as an active borrower. 


(j) Claims against estates. Settle¬ 
ment of a claim against an estate under 
the provisions of this Part 364 will be 
based on the recovery that may reason¬ 
ably be expected, taking into considera¬ 
tion such items as the security, costs 
of administration, allowances of minor 
children and surviving spouse, allowable 
funeral expenses, and dower and curtesy 
rights, and specific encumbrances on the 
property having priority over claims of 
the Government. 

§ 1861.3 Compromise and adjustment. 

Debts owed to the Farmers Home Ad¬ 
ministration may be compromised or ad¬ 
justed, upon the application of the debt¬ 
or, or if a debtor is unable to act for 
himself, upon the application of his 
guardian, executor, administrator, or 
any other person directly interested in 
his estate, subject to the policies and 
procedures contained in this Part 1864 
and subject to the following: 

(a) The debt or any extension thereof 
on which compromise or adjustment is 
requested is due and payable, or the debt 
has been accelerated by written notice 
prior to the date of application. 

(b) The debtor has offered an amount 
at least equal to the fair market value 
of the existing security for the debt, 
including crop security. 

(c) The debtor is unable to pay his 
indebtdness in full and has offered an 
amount, in addition to the value of the 
security, which represents a reasonable 
determination of his ability to pay. The 
debtor’s income, expenses, assets, age, 
and health are critical factors in de¬ 
termining whether he is eligible for any 
settlement and, if so, the type of set¬ 
tlement and the amount which he can 
reasonably be expected to offer. 

§ 1864.1 Cancellation upon application. 

Debts owed to the Farmers Home Ad¬ 
ministration may be canceled upon ap¬ 
plication of a debtor, or if a debtor is 
unable to act for himself, upon the ap¬ 
plication of his guardian, executor, ad¬ 
ministrator. or any other person 
directly interested in his estate, subject 
to the policies and procedures contained 
in this Part 1864 and subject to the 
following: 

(a) The employee of the Farmers 
Home Administration having charge of 
the account furnishes a report and favor¬ 
able recommendation concerning the 
cancellation. 

cb) There is no known security for 
the debt. 

(c) The debt or any extension thereof, 
on which cancellation is requested, has 
been due and payable, or the debt has 
been accelerated by written notice, five 
years or more prior to the date of 
application. 

(d) The debtor is unable to pay any 
part of his debt and has no reasonable 
prospect of being able to do so. 

§ 1864.5 Cancellation of debts of de¬ 
ceased, disappeared, and bankrupt 
debtors without application. 

Debts due the Farmers Home Admin¬ 
istration may be canceled by use of Form 
FHA 456-2, “Cancellation or Charge-Off 


of FHA Indebtedness,’’ upon a report and 
the favorable recommendation of the 
employee having charge of the account 
in the following instances: 

(a) Deceased debtors. The debtor is 
deceased and the following conditions 
exist: 

(1) There is no known security for the 
debt. 

(2) If an administrator or executor 
has not been appointed to settle the es¬ 
tate of the debtor, the financial condi¬ 
tion of the estate has been investigated 
and it has been established that there 
is no reasonable prospect of recovery. 

(3) If an administrator or executor 
has been appointed to settle the estate 
of a debtor and (i) a final settlement 
has been made and confirmed by the 
probate court and the Government’s 
claim was recognized properly and the 
Government has received all funds It 
was entitled to, or (il) a final settle¬ 
ment has not been made and confirmed 
by the probate court but there are no 
assets in the estate from which there 
is any reasonable prospect of recovery, 
or (iii) regardless of whether a final 
settlement has been made, there were 
assets in the estate from which recovery 
might have been effected but such as¬ 
sets have been disposed of or lost In a 
manner which precludes any reasonable 
prospect of recovery by the Government. 

(b) Disappeared debtors. The debtor 
has been absent from his last known ad¬ 
dress for a period of at least five years, 
he has no known assets, his where¬ 
abouts cannot be ascertained without 
undue expenses, and there is no existing 
security for the debt. 

(c) Cancellation of debts that have 
been discharged in bankruptcy. Debts 
discharged in bankruptcy, except judg¬ 
ments obtained by United States Attor¬ 
neys, may be canceled by the use of 
Form FHA 456-2, when an opinion has 
been obtained from the Office of the 
General Counsel showing that the dis¬ 
charge may be pleaded to bar legal ac¬ 
tion by the Government against tne 
debtor to enforce collection of the debt. 


864.6 Cancellation of small claims 
with principal of $150 or less. 

Debts with a principal balance of 
>0 or less may be canceled without 
plication by use of Form FHA 456-2 
on a report and the favorable recom- 
ndation of the employee havtn. 
arge of the account when the 
less has all been due and Payable 
■ five years or more, efforts to couec 
; account have been unsuccessful, ana 


)ve uneconomical. 

864.7 Compromiae or cancellation o 
debts through the use of ^“"j 1 1 , 

456-1, “Application tor Sc*'^ c “ 

of Indebtedness,” when s.gnalure 
debtor cannot be obtained. 

Debts of a living debtor whose whe«- 
outs Is known may be comprondsea 
canceled if it is impossible or m 
icticable to obtain his signedaPP 
n and all requirements of th« Pan 
i applicable to compromise or cau 
lation have been met. 
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§ 1364.8 Joint debtors. 

Settlements may not be approved as 
to one joint debtor unless approved as 
to all debtors. The term “joint debtors" 
includes all persons who are legally 
liable for payment of the debt. 

(a) Separate and individual adjust¬ 
ment offers from joint debtors should be 
accepted and processed only as a joint 
adjustment offer. Joint debtors should 
be advised, and Form FHA 456-1 should 
contain a statement, that neither debtor 
will be released from liability for the 
full amount of the debt until all pay¬ 
ments due under the joint offer have 
been made. 

(b) In those States in which the wife 
is not legally liable for payment of the 
debt even though she signed notes or 
other loan or security instruments with 
respect thereto, the State Director will 
prescribe the basis for determining 
whether the wife is a joint debtor and, 
consequently, whether she will be re¬ 
quired to make application for settle¬ 
ment. 

(c) A separate application will be 
completed by each debtor, unless the 
debtors are members of the same family, 
such as husband and wife, or mother 
and son, and their situation is such that 
all necessary information can be shown 
clearly in a single application. In the 
latter cases, the application will contain 
the required financial information for 
each debtor and will be signed by each. 

(d) If one debtor applies for com¬ 
promise, adjustment, or cancellation, 
and the other debtor is deceased, or has 
received a discharge of the debt in bank¬ 
ruptcy, or his whereabouts is unknown, 
or it is impossible or impracticable to 
obtain his signature. Form FHA 456-1 
will be prepared by showing at the top 
of the Form the name of the debtor 
requesting settlement, followed by the 
name of the other debtor. In addition 
to the information concerning settle¬ 
ment of the debt as to the debtor making 
application, information also will be 
shown which justifies settlement of the 
debt as to the debtor not joining in the 
application. 

(e) If the total indebtedness is not in 
excess of $150 (principal) and the pro¬ 
posed action is cancellation, Form FHA 
456-2 may be used and the names of all 
the debtors will be shown. Sufficient in¬ 
formation also will be given to justify 
cancellation of the debt against each 
debtor. 

<f> If all debtors are either deceased 
or have received a discharge of a debt 
m bankruptcy or their whereabouts are 
ijnknown, or if a combination of these 
situations exists, Form FHA 456-2 will 
oe used and will be completed In the 
manner required in paragraph (e) of 


£ 1864,9 Cases in tlic hand- of the Oflire 
°f the General Counsel. 

OfTw 0n # a case is in the hands of the 
dPhM °* tIle Gener al Counsel, and the 
forp^ makes an offer of settlement be- 
UnitJn e has b€€n referred to the 
UDor> . ate s Attorney, immediately 
receipt of such offer, the County 


Supervisor will notify the State Director 
who will obtain the advice of the Office 
of the General Counsel concerning the 
proposal and further handling of the 
case. 

§ 1864.10 Case** referred to die Depart¬ 
ment of Justice. 

(a) Claims and judgments on which 
United States Attorney’s File has not 
been closed. When a claim is pending 
before, or a judgment has been obtained 
by, the United States Attorney, and the 
debtor requests settlement of his indebt¬ 
edness, the County Supervisor will ex¬ 
plain to him (1) that the United States 
Attorney has exclusive jurisdiction over 
the claim or judgment and that, there¬ 
fore, the Farmers Home Administration 
has no authority to consider a settlement 
offer, and (2) that if he wishes to make 
a compromise or adjustment offer, he 
may submit it with any related payment 
direct to the United States Attorney. 
The County Supervisor, upon request by 
the debtor, may assist him in preparing 
the offer for submission to the United 
States Attorney, but the offer will be 
under the signature of the debtor. The 
offer may be made on Form FHA 456-1, 
if acceptable to the United States Attor¬ 
ney, or in such other manner as the 
debtor desires. The County Supervisor 
will not make any recommendations to 
the United States Attorney, or any state¬ 
ment or commitment to the debtor which 
might in any way prejudice the United 
States Attorney’s handling of the case. 
The County Supervisor will advise the 
debtor that any payment submitted in 
connection with the offer should be in 
the form of a money order or cashier’s 
check payable to the Treasurer of the 
United States. The County Supervisor 
will not issue a receipt for the payment. 

(b) Claims on which United States 
Attorney’s file has been closed. When a 
claim has been referred to the United 
States Attorney and his file has been 
closed without taking judgment, the 
debt may be compromised, adjusted or 
canceled under this Part 1864. 

§ 1864.1 I Approval of settlement anti 
submission to Farmers Home Admin¬ 
istration National Office. 

(a) Approval of settlement. Subject to 
the policies, procedures, and limitations 
set forth in this Part 1864, the compro¬ 
mise, adjustment or cancellation of debts 
may be approved: 

(1) By the Administrator where the 
indebtedness involved in the settlement 
is $15,000 or more (including principal, 
interest, and other charges). 

(2) By the State Director where the 
indebtedness involved in the settlement 
is less than $15,000 (including principal* 
interest, and other charges). The State 
Director may redelegate all or part of 
his authority to State Office loan ap¬ 
proval officials upon authorization from 
the Administrator when justified by the 
volume of debt settlement actions. 

(b) Submission to National Office. 
The following types of proposed settle¬ 
ments, if recommended by the State 
Director, will be submitted to the Na¬ 
tional Office for consideration before ap- 
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proval or rejection by the authorized 
official : 

(1) Settlements falling within the Ad¬ 
ministrator’s authority. 

(2) Compromise or adjustment offers 
where the indebtedness is not two years 
past due. 

(3) The debts on which settlement is 
proposed include rent accounts, D-l and 
other leases, Lease and Purchase Con¬ 
tracts that have been canceled or any 
other debts which have been reported 
to the General Accounting Office as un¬ 
collectible, if the file contains no evi¬ 
dence that the General Accounting Office 
has closed its file and agreed that 
Farmers Home Administration resume 
collection efforts, or if the account is 
known to be in the hands of the Depart¬ 
ment of Justice or United States 
Attorney. 

(4) A debt settlement is proposed and 
a further loan is contemplated. 

(5) The proposed debt settlement is 
for an active borrower. 

(6) The debtor’s account is involved in 
a fiscal irregularity investigation case 
upon which final action has not been 
taken, or it shows evidence that a short¬ 
age may exist and that an inquiry should 
be made into the matter. 

§ 1861.12 Processing of Form FHA 
456—1. 

Form FHA 456-1 will be used by debtors 
in making application for compromise, 
adjustment, or cancellation of their 
debts. 

(a) Settlement payments and receipts. 
An application with which the debtor of¬ 
fers a lump-sum payment in compromise, 
or with which he offers an initial pay¬ 
ment on an adjustment offer, will be sup¬ 
ported by payments required therein at 
the time such application is filed in the 
County Office. An adequate explanation 
should be given to the debtors that pay¬ 
ments made in connection with offers will 
be refunded in the form of Treasury 
checks if the offers are rejected. Pay¬ 
ments may be in any form that is accept¬ 
able to the Farmers Home Administra¬ 
tion as payments on accounts and will be 
receipted for, by officials of the Farmers 
Home Administration who are authorized 
to accept collections, in the usual manner 
on Form FHA 451-1, “Receipt for Pay¬ 
ment,” except that receipts covering pay¬ 
ments made in compromise cases will 
contain the following legend: “Com¬ 
promise Offer—FHA"; receipts covering 
payments in adjustment cases, made 
either simultaneously with the offer or 
prior to receipt of notice of approval, will 
contain the legend: “Adjustment Offer— 
FHA"; and receipts covering subsequent 
payments by debtors under approved ad¬ 
justments will contain the legend: “Pay¬ 
ment under FHA adjustment approved 

»» 

(b) Approval or rejection of offer . 
The final action taken on an applica¬ 
tion for settlement will be Indicated by 
the approving official who will sign and 
date the original Form FHA 456-1. When 
a compromise offer or payments under 
an adjustment offer are involved and the 
debtor’s offer is rejected, any payments 
made on the offer will be refunded to the 
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debtor in care of the appropriate County 
Supervisor. State Directors will notify 
debtors by letter of the final action taken 
on their applications for settlement. For 
rejected applications, the letter will set 
forth the reasons therefor. 

§ 1864.13 Processing of Form FHA 
436-2. 

Form FHA 456-2 will be used to cancel 
debts without application of the debtor. 

fa) Approval or rejection. The final 
action taken with respect to the cancel¬ 
lation of debts without application will 
be indicated by the approving official who 
will sign and date the original of Form 
FHA 456-2. 

§ 1864.14 Disposition of promissory 
notes. 

Notes evidencing debts settled upon 
application or compromise through use 
of Form FHA 456-1 without signature 
will be returned to the debtor or to his 
legal representative and the security in¬ 
struments satisfied. Notes evidencing 
debts canceled without application will 
not be delivered to the debtor but will be 
placed in his case folder and disposed of 
three years after the settlement is 
completed. 

§ 1864.15 Delinquent adjustment agree¬ 
ments. 

The State Director may void the agree¬ 
ment when the debtor becomes de¬ 
linquent in his payments. When an 
adjustment agreement is voided, the 
State Director will notify the debtor giv¬ 
ing the reasons therefor. Any payments 
made under the voided agreement will be 
retained as payments on the debt owed 
at the time of the application. Such pay¬ 
ments may not be used as any part of 
a subsequent compromise or adjustment 
offer. 

§ 1864.16 Finance Office handling. 

In cases of approved offers, remittances 
will be applied in accordance with es¬ 
tablished policies, beginning with the 
oldest loan included in the settlement, ex¬ 
cept that when the request for settlement 
includes loans made from different funds, 
the Finance Office will prorate the 
amount received on the basis of the total 
principal balance due the respective 
funds. When a debtor's adjustment 
offer is approved, the accounts involved 
will not be adjusted in the records of 
the Finance Office until all payments 
have been made. In such cases. Form 
FHA 456-1 will be held in a suspense file 
pending payment of the full amount of 
the approved offer. All copies of Form 
FHA 450-1, “Statement of Account," or 
other forms used for the same purpose, 
issued in cases of approved adjustments, 
will be stamped by the Finance Office 
with the following legend: “Subject to 
approved adjustment." 


PART 1865—REFINANCING OF 
LOAN ACCOUNTS 

Sec. 

1865.1 Scope. 

1865.2 Policy. 

1865.3 Credit counseling. 


See. 

1865.4 Graduation of Farmers Home Ad¬ 

ministration borrowers to other 

sources of credit by voluntary 

means. 

1865.5 Action when borrower fails to grad¬ 

uate by refinancing. 

Authority: The provisions of this Part 1865 
issued under RS. 161. sees. 41. 6. 50 Stat. 528, 
as amended. 870, sec. 510, 63 Stat. 437. sec. 10, 
68 Stat. 735, sec. 4, 64 Stat. 100: 5 U.S.C. 22. 7 
U.S.C. 1015, 16 U.S.C. 590W, 42 U.S.C. 1480, 16 
US.C. 590X-3. Interpret or apply secs. 1, 3, 
21. 44. 2, 50 Stat. 522, as amended. 523, as 
amended. 524. as amended. 530. as amended, 
869, as amended, sec. 5. 54 Stat. 1122, as 
amended, secs. 2, 12, 14, 60 Stat. 1062, as 
amended, 1076, as amended. 1078, as amend¬ 
ed. secs. 1, 2, 1. 501, 502, 503. 504, 509. 1. 63 
Stat. 43, as amended, 44. as amended, 82. 432, 
433. 434, 436, 883, 1038. sec. 2. 64 Stat. 98. secs. 
9. 10, 1, 2. 68 Stat. 735, 999. as amended, sec. 
16. 69 Stat. 553 as amended, secs. 1. 8. 70 Stat. 
525. 1090. secs. 18. 11. 72 Stat. 840, 841; 7 U.S.C. 
1001, 1003. 1007. 1018, 16 U.S.C. 590s. 690z~3. 
7 U.S.C. 1001 Note, 1005b, 1005d. 12 U.S.C. 
1148a-l and Note. 1148a-2. 42 U.S.C. 1471, 
1472, 1473, 1474. 1479, 7 U.S.C. 1006a, 40 U.S.C. 
440, 16 U.S.C. 690X-2. 590x 3. 12 U.S.C. 1148a-l 
Note. 7 U.S.C. 1006c, 16 U.S.C. 1006a, 7 U.S.C. 
1006e, 16 UJ3.C. 590x-4. Other statutory pro¬ 
visions interpreted or applied are cited to text 
In parentheses. 

§ 1863.1 Scope. 

This part prescribes the policies to be 
followed (a) when counseling with ap¬ 
plicants and other persons making 
inquiry at Farmers Home Administration 
offices concerning agricultural credit as¬ 
sistance, (b) when counseling with 
Farmers Home Administration borrowers 
concerning the use of Farmers Home Ad¬ 
ministration and other credit; and (c) in 
the graduation of such borrowers to 
other sources of suitable credit, as soon 
as they have progressed to the point 
where such credit is available to them. 

§ 1865.2 Policy. 

The Farmers Home Administration 
credit programs will be administered in 
a manner to assure that they will not 
supplant or compete with suitable credit 
available to farmers from other reliable 
sources. 

§ 1865.3 Credit counseling. 

(a) Responsibilities of the County 
Supervisor. The County Supervisor is 
responsible for counseling with appli¬ 
cants and borrowers concerning (1) the 
manner in which credit should be used 
to make sound and profitable adjust¬ 
ments and improvements in their farm¬ 
ing operations, (2) the other credit 
sources available to farmers in the area 
and the general conditions under which 
credit from such sources is available, and 
(3) how farmers and ranchers should 
present their requests for credit services 
to other lenders. 

(b) Credit counseling with farmers 
and ranchers inquiring about Farmers 
Home Administration credit sources. 
Inquiries and applications are received 
in County Offices periodically from indi¬ 
viduals who either (1) should be able to 
obtain suitable credit from other sources 
because of the resources available to 
them or (2) are unable to qualify for 
Farmers Home Administration credit 


assistance, due to lack of resources or for 
some other valid reason, but may be able 
to obtain some credit from another 
source to enable them to continue in 
business if their proposed farm and home 
operations and requests for credit can be 
properly adjusted. County Supervisors 
will provide credit counseling assistance 
to such individuals, as well as to appli¬ 
cants who appear to qualify for Farmers 
Home Administration credit service. 
They will also offer to assist such indi¬ 
viduals in adjusting their plans of opera¬ 
tions and their requests for credit if this 
appears to be needed to enable them to 
obtain credit from another source. 

(c) Credit counseling with Farmers 
Home Administration borrowers con¬ 
cerning use of Farmers Home Adminis¬ 
tration and other credit. County Super¬ 
visors will assist borrowers in planning 
for a proper use of Farmers Home Ad¬ 
ministration and other credit when loans 
are being made. They will also adwse 
with borrowers concerning the use of 
such credit at other appropriate times 
such as during farm and home visits, 
year-end analysis discussions, and office 
contacts. Effective credit counseling in 
the following situations will help assure 
the early graduation of successful bor¬ 
rowers to other sources of credit. 

(1) Borrowers indebted for loans se¬ 
cured by chattels who have made rea¬ 
sonable progress and are in a financial 
position to obtain annual recurring op¬ 
erating credit from other sources on the 
basis of crop liens, unsecured notes or 
open accounts ordinarily should be en¬ 
couraged to do so even though they 
cannot refinance the Fanners Home Ad¬ 
ministration indebtedness secured by 
liens on livestock or equipment. When 
necessary the County Supervisor will 
assist the borrower in discussing his pro¬ 
posed farming operations and credit 
needs with local lenders for this purpose. 
Mutual understanding must be reached 
in such cases concerning the amount of 
credit to be advanced during the year 
and the sources of income from which 


debt payments will be made. 

(2) Borrowers indebted for loans se¬ 
cured by chattels who need to purchase 
additional major items of equipment 
such as tractors, trucks, and harvesting 
equipment or replace such items ana 
who are able to make satisfactory ar¬ 
rangements for such purchases fro 
other sources ordinarily should be en¬ 
couraged to do so. County 
should thoroughly analyze with these 
borrowers the need for such eq u, Pinent 
and their ability to meet the additional 
debt payments required. The borrower 
plans of operation for the year < sll ° 
Include the expenditures for suchitems 
and provide for meeting the P®? 111 ^? 




and other creditors. 


865.4 Graduation of Fanners Home 
Administration borrowers to outer 
sources of credit by voluntary mean.. 

:a) Reaching understandings ' 1 ^ 
p licants and borrowers concern^ 
iduation to other sources °f I 
properly implement the polici 
th irTthis part, the conditions with 
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respect to graduation to other sources 
of credit under which Farmers Home 
Administration credit assistance is made 
available must be (1) thoroughly dis¬ 
cussed with applicants for Farmers 
Home Administration loans at the out¬ 
set, (2) re-emphasized periodically with 
borrowers during farm visits and office 
contacts, and (3) reviewed with bor¬ 
rowers during year-end analysis or con¬ 
tacts for collection purposes by relating 
their progress to the possibility of grad¬ 
uating to other sources of credit. Ex¬ 
perience shows that where these three 
steps are properly carried out borrowers 
fully understand why they are expected 
to obtain other suitable credit as soon 
as possible, and there ordinarily is a 
continuous graduation of borrowers to 
other sources of credit on a voluntary 
basis. 

<b) When borrowers should be ad¬ 
vised to refinance their Farmers Home 
Administration indebtedness. Ordinar¬ 
ily borrowers indebted for loans other 
than for annual operating expenses only, 
will be advised to obtain credit from 
other sources to refinance their Farmers 
Home Administration indebtedness when 
they have acquired sufficient equity in 
their property to enable them to obtain 
credit for this purpose from other relia¬ 
ble sources at rates and terms generally 
available to other farmers in the same 
area. Borrowers indebted for both 
Farmers Home Administration chattel 
and real estate loans are expected to 
refinance their chattel indebtedness 
when they are able to do so even though 
they are unable at that time to refinance 
their real estate indebtedness. The con¬ 
verse of this situation also is true. No 
further loans of the type that a borrower 
has been advised to refinance will be 
njade to such borrower unless it becomes 
clearly evident that he will be unable 
to obtain credit needed from other 
sources. 


§ 1863.5 Ac tion when Inirroncr fail* to 
graduate by refinancing. 

(a) Review by County Supervisor and 
county Committee . At least once each 
year during the period designated by the 
otate Director, each County Supervisor 
will review the status of those borrowers 
who have been advised to refinance their 
runners Home Administration indebted- 
with other credit but have failed 
w> ao so within a reasonable period. The 
v^ounty Supervisor will submit the names 
oi such borrowers to the County Com- 
along sufficient information 

concerning their financial situation, 
and availability of credit to 
6 T 16 Comn *lttee to arrive at a rec- 
*S^ ation w hat further action 
^.. be taken. The minutes of the 
committee meeting will include the 
^ p es o S !J bl ? itt€(1 by the County Super- 
easi ? nd J: he recommendations in each 
SunpJrf the Committee. The County 
after consi dering the recom- 
°* the Committee, will de¬ 
tach the further action to be taken 
<*cn case. 

to borr ower$ who fail to 
whnn.. re financing. Each borrower 

the County Supervisor determines 


should seek refinancing will be reminded 
in writing of the previous discussions 
with respect to refinancing and that it 
appears he has progressed to the point 
where he can refinance the Fanners 
Home Administration debt involved. At 
the same time, the borrower will be asked 
to inform the County Supervisor within 
60 days of the progress he is making in 
refinancing his indebtedness and if he 
is unsuccessful in refinancing his Farm¬ 
ers Home Administration debt, he should 
also be asked to inform the County Su¬ 
pervisor of the credit sources contacted. 

(c) Action when borrower fails to re¬ 
spond to advice and written notice re¬ 
garding refinancing. (1) Borrowers 
indebted for any Farm Ownership loans 
approved after October 31, 1946, or Op¬ 
erating loans, who appear to be able to 
obtain suitable credit to refinance their 
Farmers Home Administration indebted¬ 
ness at rates not exceeding five percent 
per annum and borrowers indebted for 
Farm Housing loans and Soil and Water 
Conservation loans (not coded J) who 
appear to be able to obtain suitable credit 
at rates and terms they could reasonably 
be expected to fulfill: 

(i) Action by County Supervisor. At 
the expiration of the 60-day period, the 
County Supervisor will determine what 
action should be taken with respect to 
those borrowers who have not made ar¬ 
rangements to refinance their Farmers 
Home Administration indebtedness. In 
order to determine in individual cases 
whether credit is available, it may be 
necessary for the County Supervisor to 
contact the sources of credit approached 
by the borrower and any other suitable 
sources of agricultural credit available 
in the area. 

(a) If the investigation by the County 
Supervisor establishes the fact that suit¬ 
able credit as described in this sub- 
paragraph is not available to the bor¬ 
rower to refinance his indebtedness, such 
borrower will be considered as falling 
within either of the categories referred 
to in subparagraph (2) or (3) of this 
paragraph, depending upon the individ¬ 
ual^ situation. 

(b) For each borrower who the County 
Supervisor determines could have re¬ 
financed his indebtedness at the rates 
and terms described in this subpara¬ 
graph but failed to do so, the County 
Supervisor will prepare a report on Form 
FHA-133, “Request for Legal Action. M 

(ii) Action by State Director. The 
State Director will review each case sub¬ 
mitted to him and determine, on the 
basis of the facts and recommendations 
and other information available to him, 
what action should be taken. 

(a) The State Director will advise the 
County Supervisor of the names of those 
borrowers he has determined have not 
defaulted in their refinancing agree¬ 
ments. These cases will then be handled 
in accordance with either of the cate¬ 
gories referred to in subparagraph (2) 
or (3) of this paragraph, depending upon 
the individual's situation. 

(b) Each of the remaining borrowers 
will be informed in writing by the State 
Director that, on the basis of available 
information, it appears that credit is 


available to refinance his Farmers Home 
Administration indebtedness and that he 
will be expected to make arrangements 
to obtain credit for that purpose or to 
submit additional facts regarding his 
failure to do so within 30 days. 

(c) If the borrower fails to comply 
with the request or fails to furnish satis¬ 
factory evidence within 30 days of his 
inability to obtain the necessary credit, 
the State Director will refer the case 
to the Attorney in Charge with his rec¬ 
ommendations for foreclosure. 

(2) Borrowers who are indebted for 
Farm Ownership loans approved after 
October 31,1946, or Operating loans, who 
can obtain suitable credit to refinance 
their Farmers Home Administration in¬ 
debtedness but only at rates exceeding 
five percent per annum and borrowers 
indebted for other types of Farmers 
Home Administration loans (except 
Farm Housing loans and Soil and Water 
Conservation loans (not coded J)), who 
can obtain suitable credit to refinance 
their Farmers Home Administration 
loans: County Supervisors will continue 
to encourage borrowers during farm and 
home visits, office contacts, year-end 
analysis discussions, or collection con¬ 
tacts to refinance their Farmers Home 
Administration indebtedness. 

(3) Borrowers who were requested to 
refinance their Farmers Home Adminis¬ 
tration indebtedness but were in fact 
unable to do so: County Supervisors will 
notify these borrowers in writing that 
the Farmers Home Administration will 
not require them to make further efforts 
toward refinancing for at least the re¬ 
mainder of that year. 

(S«c. 42, 50 Stat. 529, as amended, sec. 508, 
63 Stat. 426; 7 U.S.C. 1016, 42 U.S.C. 1478) 


PART 1866—PAYMENT-IN-FULL 

Subpart A—Direct Farm Ownership, Other Real 
Estate and Farm Housing Accounts; and Insured 
Farm Ownership Accounts Held by the Insur¬ 
ance Fund 

Sec. 

1866 1 General. 

1866.2 Authorization. 

1866.3 Determining balance to be collected. 

1866.4 Delivery of satisfactions, notes, and 

other documents. 

1866.5 Property insurance. 

Subpart B—Soil and Water Conservation 
Accounts 

1866.21 General. 

1866.22 Payment In full of Insured Soil and 

Water Conservation loan with 
borrower funds Including refi¬ 
nancing by new lender and sale 
of farm. 

1866.23 Payment In full of Insured Soil and 

Water Conservation loan by refi¬ 
nancing with holder of Insured 
note on a noninsured basis. 

1866.24 Payment in full of all direct Soil 

and Water Conservation loans ex¬ 
cept loans coded J. 

Subpart C—Insured Farm Ownership Loans 

1866.41 General. 

1866 42 Payment in full from borrower's 
funds, refinancing by a new 
lender on a noninsured basis, and 
sale of farm outside program ex¬ 
cept when holder finances pur¬ 
chaser. 
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Sec. 

1866 43 Payment In full by refinancing with 
holder on a noninsured basts, or by 
sale of farm outside the program 
to person obtaining a nonlnsured 
loan from holder. 

Subpart A—Direct Farm Ownership, 
Other Real Estate and Farm Hous¬ 
ing Accounts; and Insured Farm 
Ownership Accounts Held by the 
Insurance Fund 

Authority: The provisions of this Sub¬ 
part A issued under secs. 3, 41, 50 Stat. 523, 
as amended, 528, as amended, sec. 12, 60 Stat. 
1076, ns amended, sec. 510. 63 Stat. 437. sec. 
18. 72 Stat. 840; 7 U.S.C. 1003. 1015. 1005b, 
42 U.S.C. 1480. 7 U.S.C. 1006e: Order of Acting 
Sec. of Agr., 19 Pit. 74, 22 P.R. 8188. 

§ 1866.1 General. 

Sections 1866.1 to 1866.5 set forth the 
authorizations, policies, and procedures 
for processing final payments on direct 

Farm Ownership accounts, Other Real 
Estate accounts, and Farm Housing ac¬ 
counts which are paid in full at any time 
after loan closing. Final payment on an 
insured Farm Ownership account which 
is held by the insurance fund will be 
processed generally in the same manner 
as a direct Farm Ownership account, 
except that the borrower will be re¬ 
quired to pay any loan insurance 
charges, any other amounts owed the 
loan insurance account, and any annual 
charge, as shown on the statement of ac¬ 
count prepared in accordance with the 
applicable provisions of Subpart C of this 
part. In every case where a loan has 
been closed, including those where the 
entire principal of the loan is refunded 
before any of it has been previously dis¬ 
bursed from the supervised bank ac¬ 
count, the borrower will be required to 
pay interest from the date of the note 
to the date final payment is received by 
the County Supervisor. 

§ 1866.2 Authorization. 

(a) The County Supervisor is author¬ 
ized to accept final payment on a direct 
Farm Ownership account, insured Farm 
Ownership account held by the insurance 
fund, Other Real Estate account, or 
Farm Housing account (except a Farm 
Ownership account repaid in less than 
five years by sale of the farm when profit 
making seems to be the only significant 
motive for the sale) and to execute the 
necessary releases and satisfactions in 
connection with the indebtedness. 
When a borrower who has not had his 
loan five years proposes to sell his farm 
and pay the Farm Ownership loan in 
full, and profit making seems to be the 
only significant motive for the sale, 
the County Supervisor will advise the 
State Director of the circumstances. 
The State Director is authorized to ap¬ 
prove or disapprove the transaction and 
will inform the County Supervisor of the 
action to be taken. 

(b) The State Director will issue a 
State Instruction which will instruct 
County Supervisors regarding the re¬ 
lease or satisfaction of Farm Ownership. 
Other Real Estate, and Farm Housing 


mortgages when the loan Is paid in full. 
A form of release or satisfaction pre¬ 
pared or approved by the Attorney in 
Charge will be used. 

<c) Escrow arrangements may be 
used provided the escrow agent is prop¬ 
erly bonded. No escrow arrangements 
will be initiated by the Farmers Home 
Administration and no part of the ex¬ 
pense for an escrow arrangement will be 
paid by the Government. 

§ 1866.3 Determining balance to be col¬ 
lected. 

(a) When a borrower has indicated 
his desire to pay his account in full, the 
County Supervisor will prepare and for¬ 
ward to the Finance Office Form FHA- 
995, ‘‘Request for Certified Statement of 
Account," in order to obtain the unpaid 
balance of principal and interest on the 
borrower’s account and the daily rate of 
accrual of interest. 

(b) Upon receipt of Form FHA-835, 
"Certified Statement of Account,” from 
the Finance Office, the County Super¬ 
visor will notify the borrower that he is 
prepared to accept final payment. 

§ 1866.4- Delivery of tuilimf act ions, notes, 

and other documents. 

Usually, the County Supervisor will 
transmit the final payment to the Fi¬ 
nance Office with a request for the return 
of the promissory note for delivery to the 
borrower; however. If circumstances re¬ 
quire delivery of the note at the time 
final payment is received by the County 
Supervisor, he will request the Finance 
Office to forward the note along with 
the statement of account on Form FHA- 
835. 

(a) Delivery of documents after note 
stamped "paid in full' 9 is received from 
the Finance Office . The Finance Office, 
upon receipt of Form FHA-144, "Sum¬ 
mary of Remittances," covering the re¬ 
mittance which paid the account in full, 
will forward to the County Office the note 
with a "paid-in-full" legend. The note 
will be returned to the borrower imme¬ 
diately. except that when final payment 
is made in a form other than currency 
and coin, U.S. Treasury check, cashier’s 
check or certified check, postal or bank 
money order, bank draft or a check is¬ 
sued by a responsible lending institution 
or a responsible title insurance or title 
and trust company, the note will not be 
surrendered until fifteen days after the 
date of final payment, or when the note 
is needed in making marginal release 
or satisfaction of the security instru¬ 
ment, the note will be held until the 
instrument is satisfied. Upon receipt of 
the note, except as provided above, the 
County Supervisor will deliver the 
stamped note, any property insurance 
policies, and the original mortgage to the 
borrower. The satisfaction will be exe¬ 
cuted and delivered in accordance with 
instructions from the State Director. 
Any water stock certificates held by the 
Farmers Home Administration that are 
the property of the borrower will be 
transferred to the borrower. Also, any 
assignment to the Farmers Home Ad¬ 
ministration of income from the property 


being released will be terminated as pro¬ 
vided in the assignment agreement. 

(b) Delivery of documents at the time 
final payment is made. If the circum¬ 
stances require the delivery of the prom¬ 
issory note and the satisfaction of the 
mortgage at the time final payment is 
made, the County Supervisor will prepare 
the satisfaction, mark the original note 
with a paid-in-full legend, and will de¬ 
liver the original note, the original satis¬ 
faction, any property insurance policies, 
and the original mortgage to the bor¬ 
rower only upon receipt of full payment 
of the unpaid balance of principal and 
interest, computed as of the date final 
payment is received, and in case of an 
insured loan held by the fund upon full 
payment of all other unpaid amounts 
shown on the statement of account, and 
only when such payment is made in the 
form of currency and coin, U.S. Treas¬ 
ury check, cashier’s or certified check, 
bank draft, postal or bank money order 
or a check issued by a responsible lend¬ 
ing institution or a responsible title in¬ 
surance or title and trust company. Any 
water stock certificates held by the 
Farmers Home Administration that are 
the property of the borrower will be 
transferred to him. Also, any assign¬ 
ment to the Farmers Home Administra¬ 
tion of income from the property being 
released will be terminated as provided 
in the assignment form. 

(c) Cost of recording or filing of satis¬ 
faction. If State law requires recording 
or filing of the satisfaction by the mort¬ 
gagee, any recording cost required to be 
paid by the Government will be paid by 
voucher. 


§ 1866.5 Properly insurance. 

The County Supervisor will advise the 
borrower regarding the manner in which 
property insurance will be canceled or 
release of mortgage Interest executed. 

Subpart B—Soil and Water 
Conservation Accounts 

Authority: The provisions of this Sub¬ 
part B issued under secs. 2, 5, 6. 60 Stat. 869. 
as amended. 870, secs. 9, 10, 68 Stat. 735: IS 
U.S.C. 590s, 590v. 590w, 590x-2, 590X-3; Order 
of Acting Sec. of Agr., 19 PJt. 74. 22 Pit. 8188: 
S§ 366.21 to 366.23 also Issued under sec. IU 
72 Stat. 841; 16 U.S.C. 590X-4. 


§ 1866.21 General. 

This subpart prescribes the author¬ 
ities, policies, and procedures for 
ing final payment on insured and direct 
Soil and Water Conservation loans ex¬ 
cept that payments on Soil and Water 
Conservation loans coded J will be han¬ 
dled in accordance wih §§ 186 ;- 6( ° : 
1871.12 (a). (b). (c). and 1871.14 (b) and 

(c) of this chapter. 

(a) Authority . The County Super¬ 
visor Is authorized to accept final pay¬ 
ment on a Soil and Water Conservation 
loan and to execute the necessary sat * 
faction or release in connection with tne 
indebtedness. „ .. M , InlQV 

(1) Form FHA-77, "Satisfaction, may 
be used to execute satisfactions or 
leases when permitted by State law* 
Form FHA-77 is not satisfactory.* 1 
State Director may authorize the use u 
another form. 
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(2) If State law requires recording or 
filing of the satisfaction or release by the 
mortgagee, any recording cost required 
to be paid by the Government will be 
paid by voucher. 

(b) Escrow arrangements. Escrow ar¬ 
rangements may be used provided the 
escrow agent is properly bonded. No 
escrow arrangements will be initiated 
by the Farmers Home Administration 
and no part of the expense for an escrow 
arrangement will be paid by the 
Government. 


(c) Loan insurance charges for loans 
evidenced by promissory note forms in 
the FHA-520 series or FHA-965 series . 
In all cases of final payment of an in¬ 
sured loan evidenced by Forms FHA- 
520, FHA-520A, FHA-965, FHA-965A, 
FHA-965B, or FHA-965C, when the bor¬ 
rower has had use of all or any part 
of the loan funds, he will be required 
to pay the entire annual loan insurance 
charge computed for the year then cur¬ 
rent if not already paid. This charge 
will be one percent of the unpaid prin¬ 
cipal amount due on the promissory note 
as of January 1 preceding the date final 
payment is made on the note account. 
For the purpose of computing this 
charge, the date final payment is made 
on the note account will be the date 
the funds for final payment of the note 
account are received by the County Su¬ 
pervisor for transmittal to the Finance 
Office. In transactions where final pay¬ 
ment of the note account Is accom¬ 
plished by the lender’s exchanging the 
insured note for a noninsured note with¬ 
out funds being paid to the Farmers 
Home Administration, the date the in¬ 
sured loan is refinanced will be consid¬ 
ered to be the date final payment is 
made on the note account. 


<d) Loan funds refunded in full after 
wan closing. If an insured loan bor- 
decides to refund in full his Soil 
ana Water Conservation loan, he will 
w required to pay interest on the note 
* rom date of loan closing 
? ate the us * Treasury check is 
*k e len der. However, for a 
oan held by the insurance fund, the 
nn T er be required to pay interest 
e i n , ote amount from the date of 
the date °* the receipt 
J’cfuud- In case the loan is evi- 
b 7 a Porm FHA-520 or FHA-965 
J«nes note, the borrower will be required 
the\w a J oan hisurance charge from 
U c of lQ an closing to the date the 
lender e ^ ury check ^ remitted to the 
prenyl f? 1 t i he event the borrower has 
ovomo ^ le * oan Insurance charge, any 
bSSS?®? 1 be refunded to the 
the by the Pi nance Office unless 
count 01 !? WC u I s Indited on another ac- 
wili h a h case the overpayment 

applied to the unpaid account. 

bank ^ tUrn t °* f unds * n supervised 
a&y ^cm C0U7 !*' Frior to final payment, 
remainfn ? n i d ^ ater Conservation funds 
bank 'ipo 0 ^ borrower’s supervised 
^itted^?^ Wil1 be withdrawn and re- 

^bononth!?^ 1 ^ 1106 ° fflce for appn ~ 
a refund the borrower’s note account as 


§ 1866.22 Pavnient in full of injured 
Soil ami Water (onfservation loan 
nilh borrower funds inrlu<iiii£ refi¬ 
nancing by new lender and sale of 
f ami. 

This section applies to all cases where 
final payment of the insured loan in¬ 
debtedness is to be derived from the 
borrower’s funds, refinancing with a new 
lender, and the sale of the farm. The 
County Supervisor will collect from the 
borrower any amount owed the loan in¬ 
surance account, the annual charge for 
notes on Form FHA-218 or FHA-252, 
and the balance of the principal and in¬ 
terest owed on the note account and 
remit the collection to the Finance Of¬ 
fice. Since the Farmers Home Adminis¬ 
tration is the collection agent for the 
holder, the County Supervisor will ad¬ 
vise the borrower, purchaser, or new 
lender, as the case may be, that the re¬ 
mittance for final payment should be 
made payable to, or endorsed to. the 
order of the Farmers Home Administra¬ 
tion. 

(a) Finance Office action—( 1) Ad- 
justment of records . Upon receipt of 
the collection in the Finance Office, if 
the collection pays the account in full, 
the Director, Finance Office, will take 
the appropriate action to close the 
account. 

(2) Notice to holder . The Finance 
Office will forward an original and one 
copy of Form FHA-993A, “Notice and 
Acknowledgment of Final Payment/* to 
the holder for execution and return of 
the original to the appropriate County 
Supervisor. 

(b) County Office action. Upon receipt 
from the holder of the canceled promis¬ 
sory note and the original of the com¬ 
pleted Form FHA-993A, an instrument of 
satisfaction or release prepared by the 
County Supervisor, if needed, will be 
delivered to the borrower, new mort¬ 
gagee, purchaser, or the recorder of 
deeds and mortgages, as the case may 
require. The canceled promissory note 
and the satisfied mortgage will be de¬ 
livered to the borrower. Any water stock 
certificates held by the Farmers Home 
Administration which are the property 
of the borrower also will be transferred 
to the borrower. Any assignments to the 
Farmers Home Administration of income 
from the property being released will be 
terminated as provided in the assign¬ 
ment agreement. The County Super¬ 
visor wifi make proper disposition of any 
property insurance as prescribed in Part 
1806 of this chapter. The County Office 
records will be adjusted to show a paid- 
in-full account. 

§ 1866.23 Payment in full of insured 
Soil and Vi ator Conservation loan by 
refinancing with holder of insured 
note on a noninsured basis. 

This section applies when final pay¬ 
ment of an insured Soil and Water Con¬ 
servation loan is to be made by refinanc¬ 
ing by the holder of the insured note on a 
noninsured basis. Final payment of the 
note account may be accomplished by 
exchanging a noninsured note of the 
insured promissory note. 


(a> Collection of loan insurance ac¬ 
count and annual charge. The County 
Supervisor will collect from the borrower 
any amount owed the loan insurance ac¬ 
count and the annual charge, if any. If 
Form FHA-835, “Certified Statement of 
Account,** shows an unpaid balance of 
any amount advanced from the insur¬ 
ance fund, the County Supervisor will 
compute the interest on such amount to 
the date he receives payment. Also, if 
the loan is evidenced by Form FHA-218 
or FHA-252, the County Supervisor will 
compute the annual charge to the date he 
receives payment. He will remit the 
funds collected to the Finance Office. 

(b) Preparation of Form FHA-993 , 
“Notice of Receipt of Final Payment of 
Insured Loan ” The County Supervisor 
will complete Form FHA-993 with re¬ 
spect to the borrower, the amount of 
loan, and the date of the note or bond 
and will forward the original and two 
copies to the holder. The County Super¬ 
visor will inform the holder of the out¬ 
standing balance of principal and 
interest due him on the insured note 
account and the daily rate of accrual of 
such interest. The County Supervisor 
will request that, if such amount is in 
agreement with the holder's records, the 
holder should insert the date the final 
payment is received (date insured loan 
is refinanced), execute the original and 
one copy of Form FHA-993, and return 
to the County Supervisor the executed 
original and copy of Form FHA-993, to¬ 
gether with the canceled promissory 
note. 

(c) Finance Office action. Upon re¬ 
ceipt of the executed original and copy 
of Form FHA-993 from the County 
Office, the Finance Office will determine 
if the full amount owed the loan Insur¬ 
ance account, and the annual charge for 
notes on Form FHA-218 or FHA-252 have 
been paid, and, if paid, the Director. 
Finance Office, will sign Form FHA-993 
and forward an executed copy to the 
County Supervisor. Finance Office 
records will be satisfied as a paid-in-full 
account. 

(d) County Office action. Upon re¬ 
ceipt of the completed copy of Form 
FHA-993 from the Finance Office, an 
instrument of satisfaction or release pre¬ 
pared by the County Supervisor, unless 
otherwise provided by instructions of the 
State Director, will be delivered to the 
lender or the recorder of deeds and 
mortgages, as the case may require. The 
canceled promissory note and the satis¬ 
fied real estate mortgage will be delivered 
to the borrower. Any water stock cer¬ 
tificates held by the Farmers Home Ad¬ 
ministration which are the property of 
the borrower will be transferred to the 
borrower. Any assignment to the Farm¬ 
ers Home Administration of income 
from the property being released will be 
terminated as provided in the assignment 
form. Property insurance will be can¬ 
celed in accordance with Part 1806 of 
this chapter. The County Office records 
will be adjusted to show a paid-in-full 
account. 
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§ 1866.21 Payment in full of all direct 
Soil and Water Conservation loans 
except loans coded J. 

Upon receipt of final payment on such 
loans, the County Supervisor will trans¬ 
mit the final payment to the Finance 
Office with a request for the return of the 
promissory note for delivery to the bor¬ 
rower; however, if circumstances re¬ 
quire delivery of the note at the time 
final payment is received by the County 
Supervisor, he will request the Finance 
Office to forward the note prior to the 
time of final payment. 

(a) Delivery of documents after note 
stamped "paid in full” is received from 
the Finance Office . The Finance Office 
will forward to the County Office the note 
stamped with a “paid-in-full" legend. 
The note will be returned to the borrower 
immediately, except that when final pay¬ 
ment is made in a form other than 
currency and coin, UB. Treasury check, 
cashier's or certified check, postal or 
bank money order, bank draft or a check 
issued by a responsible lending institu¬ 
tion or a responsible title insurance or 
title and trust company, the note will 
not be surrendered until fifteen days 
after the date of final payment, or when 
the note is needed in making marginal 
release or satisfaction of the security 
instrument, the note will be held until 
the instrument is satisfied. Upon re¬ 
ceipt of the note, except as provided 
above, the County Supervisor will deliver 
the stamped note, any property insur¬ 
ance policies, and the original mortgage 
to the borrower. Any water stock certifi¬ 
cates held by the Farmers Home Admin¬ 
istration that are the property of the 
borrower will be transferred to the 
borrower. Also, any assignment to the 
Farmers Home Administration of income 
from the property being released will be 
terminated as provided in the assignment 
form. For all real estate loans, and when 
required for notes secured by chattel 
property, the satisfaction or release will 
be executed and delivered in accordance 
with the instructions of the State 
Director. 

(b) Delivery of documents at the time 
final payment is made. If the circum¬ 
stances require delivery of the promis¬ 
sory note and the satisfaction of the 
mortgage at the time final payment is 
made, upon receipt of the note from the 
Finance Office, the County Supervisor 
will prepare the satisfaction or release 
unless otherwise provided by instructions 
of the State Director. The County 
Supervisor will mark the original note 
with a paid-in-full legend and deliver 
the original note, the original satisfac¬ 
tion or release, any property insurance 
policies, and the original mortgage to the 
borrower only upon receipt of full pay¬ 
ment of the unpaid balance of principal 
and interest computed as of the date 
final payment is received, and only when 
such payment is made in the form of 
currency and coin, U.S. Treasury check, 
cashier's or certified check, bank draft, 
postal or bank money order, or a check 
Issued by a responsible lending institu¬ 
tion, or a responsible title insurance or 
title and trust company. Any water 
stock certificates held by the Farmers 


Home Administration which are the 
property of the borrower will be trans¬ 
ferred to him. Also any assignment to 
the Farmers Home Administration of in¬ 
come from the property being released 
will be terminated as provided in the 
assignment form. If full payment is not 
received, or any other requirements pre¬ 
requisite to the delivery of the note, the 
satisfaction, and other instruments are 
not met, the County Supervisor will re¬ 
turn the original note to the Finance 
Office with the proper explanation and 
will destroy all copies of the satisfaction 
or release. 

Subpart C—Insured Farm Ownership 
Loans 

Authority: The provisions of this Sub¬ 
part C issued under sec. 41. 50 Stat. 528. as 
amended, sec. 12. 60 Stat. 1076, as amended, 
sec. 18. 72 Stat. 840; 7 U.S.C. 1015. 1005b, 
lOOGe; Order of Acting Sec. of Agr., 19 F.R. 
74, 22 F.R. 8188. except as otherwise noted. 

§ 1866.41 General. 

Sections 1866.41 to 1866.43 prescribe 
the authorities, policies, and procedures 
for processing final payment of insured 
Farm Ownership loans except those loans 
which are paid in full by making a sub¬ 
sequent insured Farm Ownership loan 
and insured loans held by the insurance 
fund. Payment in full of an insured 
Farm Ownership loan by refinancing 
with a subsequent Farm Ownership loan 
will be accomplished in accordance with 
Part 1833 of this chapter. Payment In 
full of an insured Farm Ownership loan 
held by the insurance fund other than 
with a subsequent Farm Ownership loan 
will be accomplished in accordance with 
§§ 1866.1 to 1866.5. For the purposes of 
this subpart, the terms "lender" and 
"holder" mean the current holder of the 
insured note and. when applicable, also 
the insured mortgage and related instru¬ 
ments. 

(a) Escrow arrangements. Escrow 
arrangements may be used provided the 
escrow agent is properly bonded. No 
escrow arrangement will be initiated by 
the Farmers Home Administration and 
no part of the expense for an escrow ar¬ 
rangement will be paid by the Govern¬ 
ment. 

(b) Special restrictions. The Bank- 
head-Jones Farm Tenant Act, as amend¬ 
ed. and the security instrument or note 
taken in connection with each insured 
Farm Ownership loan provide that, with¬ 
out the consent of the Government, no 
final payment of an insured Farm 
Ownership loan will be accepted, nor 
release of mortgagee’s interest made, in 
less than five years from the date of 
the mortgage relating to the loan. It is 
further provided that the farm or any 
interest therein may not be sold without 
consent of the Government and, when 
applicable, the consent of the holder. 
Subject to the policies and procedures 
prescribed in this Subpart, the County 
Supervisor is authorized, on behalf of 
the Government, to execute instruments 
of satisfaction, release, or consent in con¬ 
nection with the payment in full of an 
insured Farm Ownership loan or sale of 


the farm of an insured Farm Ownership 
borrower. 

(c) Loan insurance charge for loans 
evidenced by Form FHA-240. "Promis¬ 
sory Note” or Form FHA-360 , " Promis¬ 
sory Note” In all cases of final payment 
of an insured loan evidenced by Form 
FHA-240 or Form FHA-360, when the 
borrower has had use of all or any part 
of the loan funds, he will be required to 
pay the entire annual loan insurance 
charge computed for the year then cur¬ 
rent. if not already paid. This charge 
will be 1 percent of the unpaid principal 
amount due on the promissory note as 
of the installment due date preceding 
the date final payment is made on the 
note account. For the purpose of com¬ 
puting this charge, the date final pay¬ 
ment is made on the note account will be 
the date the funds for final payment of 
the note account are received by the 
County Supervisor for transmittal to 
the Finance Office. In transactions 
where final payment of the note account 
is accomplished by the exchange of 
promissory notes without funds being 
paid to the Farmers Home Administra¬ 
tion. the date final payment Is made on 
the note account will be considered to be 
the date the insured loan is refinanced. 
This will be the date entered in the space 
entitled "Final Payment Received" on 
Form FHA-993, "Notice of Receipt of 
Final Payment on Insured Loan." 

(d) Loan funds refunded in full after 
loan closing. If a borrower decides to 
refund in full his loan, he will be re¬ 
quired to pay interest on the note ac¬ 
count from the date of loan closing to 
the date the U.S. Treasury check is re¬ 
mitted to the lender. However, for a 
loan held by the insurance fund or under 
a 2(f) agreement, the borrower will be 
required to pay interest on the note ac¬ 
count from the date of loan closing to 
the date of the receipt for the refund. 
In case the loan is evidenced by Form 
FHA-240 or Form FHA-360, the bor¬ 
rower also will be required to pay a loan 
insurance charge from the date of loan 
closing to the date the U.S. Treasury 
check is remitted to the lender. 

(e) Actions to effect final payment 

(1) Return of funds in supervised ban* 
account. Any Farm Ownership funas 
remaining in the borrower’s supervisee^ 
bank account will be withdrawn ana 
remitted to the Finance Office for ap¬ 
plication on the borrower’s note accou™ 
as a refund prior to the request for a 
statement of account. . 

(2) Determining balance to oe col¬ 
lected. The County Supervisor will re¬ 
quest the Finance Office to send nun 
Form FHA-835, "Certified Statement oi 
Account," to show all amounts owed 
the borrower’s Farm Ownership account. 

Cf) Actions subsequent to final pay¬ 
ment—a) Satisfaction of m ortgaqe_ 
(i) By lender. The holder oi an i 
sured mortgage (which is not h „„ ien . 
the Government under a trust as s 
ment or declaration of trust). U P , 
ceiving full payment of the noteaccount. 
will execute the customary form -.fate 
isfaction or release of the real . e 

mortgage, unless director to 

instructions from the State Direc 
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certain states using deeds of trust. Upon 
request of any holder of an insured mort¬ 
gage. the County Supervisor will furnish 
an appropriate form of satisfaction 
or release previously approved for this 
purpose by the Farmers Home Adminis¬ 
tration. 

(it) By Government. In case of pay¬ 
ment in full of an insured loan for which 
the lender holds only the note, or an in¬ 
sured loan for which the Government 
holds the mortgage under a trust assign¬ 
ment or declaration of trust, the County 
Supervisor will execute a satisfaction or 
release of the real estate mortgage on a 
form previously approved for this pur¬ 
pose by the Farmers Home Administra¬ 
tion, unless otherwise provided by the 
Farmers Home Administration in certain 
States using deeds of trust. Whenever 
the Government holds the mortgage 
under a trust assignment or declaration 
of trust, the satisfaction will show that 
the Government Is satisfying the mort¬ 
gage for itself and as trustee. 

(2) Form FHA-366, “Consent and Re¬ 
lease of Interest of United States (In¬ 
sured Farm Ownership Loans) ” In 
case of payment in full of an insured 
loan for which the lender holds the mort¬ 
gage, the County Supervisor will execute 
Form FHA-366. The original will be de¬ 
livered only after the note account and 
all amounts due the loan insurance ac¬ 
count have been paid and a satisfaction 
or release of the real estate mortgage is 
ready to be delivered. 

<3) Recordation of satisfaction and 
Form FHA-366. The satisfaction or re¬ 
lease of the real estate mortgage will be 
recorded, and the cost of such recording 
*jll be borne by the borrower, except 
when State law requires the mortgagee 
to record or file satisfactions or releases 
and to pay the cost of recording. When 
used, Form FHA-366 will be recorded 
normally along with the satisfaction or 
JS*® 8 ?- cost of recording Form 

rnA-366 will not be borne by the Gov¬ 
ernment, except when State law requires 
to s 110 * 1 cost. Any 
recording costs required to be paid by the 

overnment will be paid by voucher. 
Special instructions. If State law 
m .,£ u *? toin Provides for any special 
2!™? or requirement for processing or 
satisfaction or release or 
-, 1 ? *^-366. or if any problems arise 
w*ii s actlons or releases to be ex- 
DlrpM. by ^-of-state lenders, the State 
tes\ie instructions covering 
^ h special method or requirement. 

local 3 ‘ 60 Stat * B23 * M amended; 7 U.S.C. 


'“ Payment in full from borrow- 
r ® funds, refinancing by a new 
j a noninsured basis, and 

i f f! m out ® idc program except 
»cn bolder finances purchaser. 

flnaf appUes to all cases where 
debtedrfJi nC i nt °* the insured loan in- 
i° be derived fron i the 
financing the proceeds from re¬ 
insured a new lender on a non- 

sale of a b f US S * and t* 16 Proceeds from the 
a new i ? utside the program when 
funds * u rnishes the funds. The 

or final payment in such cases 


will be processed through the Finance 
Office. 

(a) Determining balance of indebted¬ 
ness and collection. When the borrower 
is ready to make his final payment, the 
County Supervisor will, upon receipt of 
Form FHA-835 from the Finance Office, 
compute the amount necessary to repay 
in full the amount owed the holder on the 
note account, any amount owed the loan 
insurance account, and the annual 
charge for notes on Form FHA-251. 

(1) The County Supervisor will collect 
from the borrower any amount owed the 
loan insurance account, the annual 
charge, if any, and the balance of the 
principal and interest owed the holder 
on the note account. He will remit the 
collection to the Finance Office with 
Form FHA-37, “Receipt for Payment/' 

(2) Since the Farmers Home Admin¬ 
istration is the collection agent for the 
holder, the County Supervisor will advise 
the borrower, purchaser, or new lender, 
as the case may be, that the remittance 
for final payment should be made pay¬ 
able to, or endorsed to, the order of the 
Farmers Home Administration. 

(b) Finance Office actiovr—( 1) Ad¬ 
justment of records. Upon receipt of the 
collection in the Finance Office, if the 
collection pays the account in full, the 
Director, Finance Office, will take the 
appropriate action to close the account. 

(2) Hotice to holder. The Finance 
Office will send an original and one copy 
of Form FHA-993A, “Notice and 
Acknowledgment of Final Payment." to 
the holder for execution and return of 
the original, together with the canceled 
promissory note and any other papers 
indicated on Form FHA-993A. to the 
County Supervisor. 

<c) County Office action. Upon re¬ 
ceipt from the holder of the canceled 
promissory note and the original of the 
completed Form FHA-993A, and in the 
case of an insured loan for which the 
lender holds the mortgage, also receipt 
of the real estate mortgage and an in¬ 
strument of satisfaction or release, the 
County Supervisor will proceed as fol¬ 
lows: 

(1) In the case of an insured loan for 
which the lender holds the mortgage, 
the instrument of satisfaction or re¬ 
lease (furnished by the lender in accord¬ 
ance with § 1866.41(f)) and Form FHA- 
366 will be delivered to the borrower, 
mortgagee, purchaser, or the recorder 
of deeds and mortgages, as the case may 
require. The canceled promissory note 
and the satisfied real estate mortgage will 
be delivered to the borrower. Any ab¬ 
stracts of title held by the Farmers Home 
Administration which are the property 
of the borrower also will be delivered to 
the borrower. The County Supervisor 
will make proper disposition of any prop¬ 
erty insurance as prescribed in Part 1806 
of this chapter. The executed original 
of Form FHA-993A will be retained in 
the borrower's case folder. The County 
Office records will be adjusted to show 
a paid-in-full account. 

(2) In the case of an insured loan for 
which the Government is named as mort¬ 
gagee in the mortgage or an insured loan 
for which the Government holds the 


mortgage under a trust assignment or a 
declaration of trust, an instrument of 
satisfaction or release (furnished by the 
County Supervisor in accordance with 
§ 1866.41(f)) will be delivered to the bor¬ 
rower. mortgagee, purchaser, or the 
recorder of deeds and mortgages, as the 
case may require. The canceled promis¬ 
sory note, the satisfied real estate mort¬ 
gage, and any abstracts of title held by 
the Farmers Home Administration which 
are the property of the borrower will be 
delivered to the borrower. The County 
Supervisor will make proper disposition 
of any property insurance as prescribed 
in Part 1806 of this chapter. The execut¬ 
ed original of Form FHA-993A will be 
retained in the borrower's case folder. 
The County Office records will be ad¬ 
justed to show a paid-in-full account. 

§ 1866.13 Payment in full by refinanc¬ 
ing hiiIi holder on n noninsured 
basis, or by sale of farm outride the 
program to person obtaining a notiin- 
sured loan from holder. 

This section applies when final pay¬ 
ment of the insured loan indebtedness 
is to be made by refinancing by the 
holder on a noninsured basis, or by sale 
of the farm outside the program to a 
person obtaining a noninsured loan from 
the holder in an amount not less than 
the outstanding balance owed on the in¬ 
sured note account In either case, final 
payment of the note account may be 
accomplished by exchanging a nonin¬ 
sured note for the insured promissory 
note and, when applicable, by exchang¬ 
ing a noninsured mortgage for the in¬ 
sured mortgage. Since no funds are in¬ 
volved in making the final payment to 
the holder, only any amount owed the 
loan insurance account and the annual 
charge, if any, will be transmitted to the 
Finance Office. 

(a) Collection of loan insurance ac¬ 
count and annual charge. When final 
payment of the account of the insured 
borrower is to be accomplished by either 
of the above methods, the County Su¬ 
pervisor, upon receipt of Form FHA-835 
from the Finance Office, will collect 
from the borrower any amount owed the 
loan insurance account and the annual 
charge, if any. If Form FHA-835 shows 
an unpaid balance of any amount ad¬ 
vanced from the insurance fund, the 
County Supervisor will compute the in¬ 
terest on such amount to the date he 
receives payment. Also, if the loan is 
evidenced by Form FHA-251, the County 
Supervisor will compute the annual 
charge to the date he receives payment. 
He will remit the funds collected to the 
Finance Office with Form FHA-37. 

(b) Preparation of Form FHA-993. 
The County Supervisor will complete the 
information in Section I of Form FHA- 
993 with respect to the borrower, the 
amount of loan, and the date of note 
or bond. The original and two copies 
of the partially completed Form FHA- 
993 will be delivered to the holder. The 
County Supervisor will inform the holder 
of the outstanding balance of principal 
and interest due him on the insured 
note account as of the date of Form 
FHA-835 and the daily rate of accrual 
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of such Interest. The County Supervi¬ 
sor will request that, if such amount is 
in agreement with the holder's records, 
the holder should insert the date the 
final payment is received (date insured 
loan is refinanced), execute the original 
and one copy of Form FHA-993, and re¬ 
turn to the County Supervisor the ex¬ 
ecuted original and copy of Form FHA- 
993. together with the canceled promis¬ 
sory note. If the lender holds the mort¬ 
gage, the County Supervisor also will 
request the holder to return the satisfied 
mortgage. If requested by the holder, 
the County Supervisor will file for rec¬ 
ordation any instrument of satisfaction 
or release of the mortgage furnished by 
the holder. 

(c) Finance Office action. Upon re¬ 
ceipt of Form FHA-993 from the County 
Supervisor, the Finance Office will deter¬ 
mine if the full amount owed the loan 
insurance account and the annual 
charge for notes on Form FHA-251 have 
been paid. If paid, the Director, Finance 
Office, will sign Section n of Form FHA- 
993. The original of Form FHA-993 
will be retained in the Finance Office. 
Finance Office records will be satisfied 
as a paid-in-full account. 

(d) County Office action —(1) Insured 
mortgage held by the lender. For an 
insured loan for which the lender holds 
the mortgage, the County Supervisor 
will, upon receipt of the completed copy 
of Form FHA-993 from the Finance Of¬ 
fice, sign and acknowledge Form FHA- 
306. Form FHA-366 will be delivered 
to the lender or to the recorder of deeds 
and mortgages, as the case may require. 
The canceled promissory note, the satis¬ 
fied real estate mortgage, and any ab¬ 
stracts of title held by the FHA which 
are the property of the borrower will 
be delivered to the borrower. The com¬ 
pleted copy of Form FHA-993 will be 
placed in the borrower’s case folder. 
Property insurance will be canceled in 
accordance with Part 1806 of this chap¬ 
ter. The County Office records will be 
adjusted to show a paid-in-full account. 

(2) Insured note or insured mortgage 
held by the Government under a trust 
assignment or declaration of trust. For 
an insured Farm Ownership loan for 
which the Government is named as mort¬ 
gagee in the mortgage or holds the mort¬ 
gage under a trust assignment or dec¬ 
laration of trust, the instrument of 
satisfaction or release (furnished by the 
County Supervisor in accordance with 
§ 1866.41(f)) will, upon receipt of the 
completed copy of Form FHA-993 from 
the Finance Office, be delivered to the 
lender or the recorder of deeds and mort¬ 
gages. as the case may require. The 
canceled promissory note, the satisfied 
real estate mortgage, and any abstracts 
of title held by the Farmers Home Ad¬ 
ministration which are the property of 
the borrower will be delivered to the bor¬ 
rower. The completed copy of Form 
FHA-993 will be placed in the borrower's 
case folder. Property insurance will be 
canceled in accordance with Part 1806 
of this chapter. The County Office rec¬ 
ords will be adjusted to show a paid-in¬ 
full account. 


SUBCHAPTER F—SECURITY SERCIVING AND 
LIQUIDATIONS 

PART 1871—CHATTEL SECURITY 

Subport A—Servicing 

Sec. 

1871.1 General. 

1871.2 Taking additional security and 

keeping security instruments 
current. 

1871.3 Furnishing lists of borrowers to 

purchasers. 

1871.4 Using Form FHA-14 ancl Form FHA- 

197A as a basis lor exercising au¬ 
thority to release chattel security. 

1871.5 Releasing security property. 

1871.6 Accounting for security property. 

1871.7 Releases and suspensions of assign¬ 

ments. 

1871.8 Waivers and subordinations of crop 

liens for borrowers receiving loans 
or selling commodities under 
Commodity Credit Corporation 
programs, other than on wool and 
mohair. 

1871.9 Executing releases of liens on wool 

and mohair marketed by consign¬ 
ment. 

1871.10 Subordination of security. 

1871.11 Correcting errors in security instru¬ 

ments. 

1871.12 Satisfaction of instruments secur¬ 

ing Operating. Emergency, Special 
Livestock, and other production- 
type loans secured by crops and 
chattels, and Soil and Water Con¬ 
servation loans, including Water 
Facilities loans coded J. secured 
by chattels. 

1871.13 Assignment of notes and security 

instruments. 

1871.14 Fees 

Subpad B —Liquidations 

1871.21 General. 

1871.22 Policy. 

1871.23 Approval of liquidations. 

1871.24 Acceleration of unmatured install¬ 

ments. 

1871.25 Advances to protect the Govern¬ 

ment’s interest in security prop¬ 
erty pending liquidation. 

1871.26 Sale of security property by borrow¬ 

ers. 

1871.27 Repossession of security property. 

1871.28 Care of repossessed property pend¬ 

ing sale. 

1871.29 Tests and inspections of livestock. 

1871.30 Authority to bid at execution or 

foreclosure sales conducted by 
U.S. Marshals or at liquidation 
sales by prior lienholders. 

1871.31 Sale of repossessed property by the 

Government. 

1871.32 Accounting for proceeds of liquida¬ 

tion sales. 

1871.33 Handling civil and criminal cases. 

1871.34 Care and disposition of acquired 

security property. 

1871.35 Reports of inventory transactions; 

acquired security property. 

1871.36 Bankruptcy and insolvency. 

1871.37 Decreased borrowers. 

1871.38 Transfer and assumption of chattel 

security and debts. 

1871.39 Agricultural Stabilization and Con¬ 

servation Service set-offs. 

1871.40 Releases and satisfactions. 

Subpart C—Security Servicing For Special 
Livestock Loans 

1871.41 General. 

1871.42 Disposition of normal farm Income 

security property. 

1871.43 Termination of nondisturbance 

agreements. 


Subpart A—Servicing 

Authority ; The provisions of this Subpart 
A issued under RJ3. 161, sec. 41. 50 Stat. 528, 
as amended; sec. 6. 50 Stat. 870, sec. 4,64 Stat. 
100, sec. 10, 68 Stat. 735; 5 UB.C. 22. 7 US.C. 
1015, 16 U.S.C. 590w, 590X-3. 40 UB.C. 442. 
Interpret or apply 6eca. 21, 44. 61, 50 8tat. 
524, as amended. 530, as amended. 531, aa 
amended, secs. 1-7, 50 Stat. 869, as amended. 
870, secs. 1-12, 54 Stat. 1119-1125, as amend¬ 
ed. sec. 2, 60 Stat. 1062, as amended, sec. 2, 
63 Stat. 44. as amended, sec. 2, 64 8tat. 98, 
sec. 2. 67 Stat. 150, sec. 8, 68 Stat. 668, as 
amended, secs. 8-10, 68 Stat. 735, secs. 1-3, 
68 Stat. 699, as amended, secs. 6. 9. 70 8tat. 
1090; 7 U. S. C. 1001 Note. 1007, 1018, 1025, 
12 U. 8. C. 1148a-l Note. 1148a-2. 1148a-4, 
18 U. 8. C. 690r—590x, 590X-1, 690X-2, 590X-3. 
690y, 590z, 590z-l—590Z-10, 1006a, 1006b, 
1007, 40 U. 8. C. 440. 


§1871.1 General. 


This subpart covers the servicing of 
crop and chattel security for Farmers 
Home Administration loans, except as 
otherwise provided in Subpart C of this 
part with respect to Special Livestock 
loans. Sections 1871.12 (a), (b), and (c) 
and 1871.14 also apply to real estate se¬ 
curity instruments securing Operating, 
Emergency, Special Livestock, and other 
production type loans and direct Water 
Facilities loans coded J. This subpart 
does not apply to the servicing of Soil 
and Water Conservation loans made to 
associations or loans made to other co¬ 
operative associations. After accounts 
have been approved for liquidation, se¬ 
curity property will be disposed of and 
the proceeds will be used and accounted 
for in accordance with the provisions of 
Subpart B of this part. Borrowers must 
account to the Government for all prop¬ 
erty mortgaged to secure Farmers Home 
Administration loans. 

§ 1871.2 Taking additional geourily and 
keeping security instruments cur- 
rent. 


County Supervisors are responsible for 
maintaining security instruments which 
will properly identify all security prop¬ 
erty, including replacements and in¬ 
creases, and for obtaining additional 
security, as needed, including crop liens. 

(a) Chattels, crops, and assignments. 
When additional chattel and crop se¬ 
curity not presently covered by a Farm¬ 
ers Home Administration lien is available 
and needed to protect the Government s 
interest. County Supervisors will obtain 
liens on such property and will obtai 
assignments of the proceeds from r 1 
sale of agricultural products or of ome 
income, including. Agricultural con¬ 
servation Program payments, to be r- 
ceived by the borrower except that crop 
liens will not be taken as additional 
security for Soil and Water Conserva¬ 
tion loans. When a new securfiy in¬ 
strument is taken, all existing secur’ y 
items will be described thereon ex P 
small equipment, tools, and so . r 
which a lien would not be required under 
current loan making instructions. • 
however, will not relieve the borr 
of the responsibility for accounting ror 
these items of security which are 
omitted from the latest 
Ordinarily, when taking adc J 
chattel or crop security for one type w 
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Farmers Home Administration loan, the 
security instrument also will describe the 
notes for other Farmers Home Adminis¬ 
tration loans which are secured by liens 
on chattels or crops. However, notes 
for Soil and Water Conservation loans 
having final due dates which extend sub¬ 
stantially beyond that of other Farmers 
Home Administration loans being se¬ 
cured will not be described on mortgages 
covering the borrower’s crops, livestock, 
and farm machinery unless such notes 
are presently secured by substantially 
the same items of security property. 

(b) Real estate. In servicing Oper¬ 
ating loan cases, liens on real estate in¬ 
cluding real estate serving as security 
for any Farmers Home Administration 
loan may be taken upon approval of the 
State Director when (1) the borrower 
has a substantial equity in the real estate 
to be mortgaged, (2) the taking of such 
security is necessary to protect the inter¬ 
est of the Government, (3) chattel secu¬ 
rity is not adequate, and (4) the financial 
condition of the borrower is unfavorable, 
considering the amounts owed the Farm¬ 
ers Home Administration and other 
creditors. Form FHA-127.—, “Real 
Estate Mortgage," or other form ap¬ 
proved by the National Office, will be 
used for this purpose. Borrowers will be 
encouraged to Insure improvements on 
real property taken as security for Farm¬ 
ers Home Administration chattel indebt¬ 
edness in reasonable amounts and 
against such hazards as are customary 
in the area. When insurance is neces¬ 
sary, it should be obtained in accordance 
with the provisions of Part 1806 of this 
chapter. 

<c) Securing unpaid balances on un¬ 
secured loans . (1) When operating, 

emergency, or special livestock loans are 
being made to borrowers owing unsecured 
balances on prior loans of these types, 
the notes evidencing such unsecured 
loans will be described on the mortgage 
taken to secure the new loans. 

(2) When operating, emergency, or 
special livestock loans are being made to 
growers owing unsecured balances on 
other Fanners Home Administration 
loans, the County Supervisor must deter- 
jmae in individual cases whether to re¬ 
quest borrowers to give security covering 
such unsecured balances owed the Farm¬ 
ers Home Administration. 

<d) Extension or renexoal of crop and 
Mattel security instruments. County 
Supervisors are responsible for seeing 
at security instruments are extended 
or renewed as necessary to protect the 
Government’s security interests. This 
®* y be accomplished either by (1) ob- 
amlng new security instruments as pro- 
, 7? in Paragraph (a) of this section, or 
of J. 6 1186 of Form FHA-126, “Affidavit 
Extension and Renewal,” or similar 
rm a pp r ° ve ^ by tlie attorney in Charge 
° r this purpose. County Office em- 
e ( cs 111 bonded positions are author¬ 
ed to execute Form FHA-126 or similar 
pproved form. Form FHA-126 will be 
Rf.» r » or 111 accordance with 

btate Instructions. 


RULES AND REGULATIONS 

§ 1871.3 Fumifching li*»ls of liorrmvers 
to purchasers. 

County Supervisors may furnish buy¬ 
ers within a trade area with lists of bor¬ 
rowers whose chattels or crops are sub¬ 
ject to liens held by the Farmers Home 
Administration. State Directors may 
prescribe the use of such lists in specific 
areas of the State or throughout the 
entire State. The list will contain the 
statement: “The chattel mortgages and 
crop liens held by the Farmers Home 
Administration are recorded or filed as 
required by law. This list is furnished 
only as a convenience to buyers and is 
not necessarily complete." Lists will be 
transmitted by letter, Form FHA-852, 
“List of Farmers Home Administration 
Borrowers." When the County Supervi¬ 
sor considers it advisable, he should per¬ 
sonally deliver the letter and list to the 
buyers and explain the purpose thereof. 
The furnishing of these lists will not 
constitute a substitute for constructive 
or other notice. 

§ 1871.4 Using Form FHA-14 hik! Form 
FHA— 197A as a basis for exercising 
authority to release chattel security. 

The exercise of release authority in 
connection with both basic and normal 
farm income security referred to in 
§ 1871.5 will be based upon information 
concerning the borrower’s farm and 
home operations as reflected in Form 
FHA-14, “Farm and Home Plan," or 
Form FHA-197A, "Operating Budget 
and Financial Statement," or revisions 
thereof. 

(a) In cases where either a loan has 
been made for the current year or a 
Form FHA-14 is required for the year, 
the exercise of release authority will be 
based upon the information contained 
in Form FHA-14 or Form FHA-197A 
prepared for that year. 

(b) In cases other than those referred 
to in paragraph (a) of this section, the 
exercise of release authority will be based 
upon the information contained in the 
most recent Form FHA-14 or Form FHA- 
197A available, provided no substantial 
change has occurred in the borrower’s 
farm and home operations or financial 
status since such form was prepared. If 
a substantial change has occurred in the 
borrower’s operations or financial status, 
the necessary revisions will be made in 
the existing Form FHA-14 or Form FHA- 
197A or a new form will be prepared and 
used in exercising the release authority. 

§ 1871.5 Releaiiinggcfurily prop<‘rlv, 

Property mortgaged to the Farmers 
Home Administration may be released as 
provided in this subpart only when it 
clearly appears from the facts that such 
release will not be to the financial detri¬ 
ment of the Government. Borrowers 
will be held strictly accountable to the 
Government for the proper use of pro¬ 
ceeds from the sale of security property. 
Insurance proceeds derived from the loss 
of security property will be treated the 
same as proceeds derived from the sale 
of security property. The authority to 
release security for Farmers Home Ad¬ 
ministration loans is different for basic 
security and normal farm income secu- 
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ritv. The release authorities in this sub¬ 
part will be applicable to all Farmers 
Home Administration loans secured by 
chattels except when a borrower is in¬ 
debted on a Special Livestock loan only, 
or on both a Special Livestock loan and 
a Soil and Water Conservation loan. In 
such cases, Subpart C of this part will 
be followed. 

(a) Basic security consists of all 
equipment serving as security for Farm¬ 
ers Home Administration loans. It also 
consists of all foundation herds and 
flocks, including replacements, which 
serve as a basis for the farming opera¬ 
tion outlined in the Farm and Home 
Plan or yearly budget which serve as 
security for Farmers Home Administra¬ 
tion loans. With respect to livestock 
herds and flocks, animals that are sold 
as a result of the normal culling process 
are basic security unless the borrower 
has replacements that will keep num¬ 
bers and production up to planned levels. 
However, if a borrower plans to make a 
significant reduction in his basic live¬ 
stock herd or flocks, the animals or birds 
that are sold in making this reduction 
will be considered basic security. County 
Supervisors are authorized hereby to re¬ 
lease basic security when the property 
has been sold or exchanged for its fair 
market value, and the proceeds are used 
for one or more of the following 
purposes: 

(1) To pay on the debts owed to the 
Farmers Home Administration which are 
secured by liens on the property sold. 

(2) To purchase from the proceeds of 
the sale, or to acquire through exchange, 
property more suitable to the borrower’s 
needs, subject to the following condi¬ 
tions: The new property, together with 
any proceeds applied to the indebtedness, 
will have security value to the Farmers 
Home Administration at least equal to 
that of the lien formerly held by the 
Farmers Home Administration on the old 
property. The new property must be 
made subject to a lien in favor of the 
Farmers Home Administration by the 
execution of a new security instrument or 
by operation of the “replacement" or 
“after acquired property" clauses in 
lien instruments. 

(3) To make payments to other credi¬ 
tors having liens on the property sold 
which are superior to the liens of the 
Farmers Home Administration provided 
any amount remaining after payments 
are made to the other creditors is used 
in accordance with the provisions of sub- 
paragraphs (1) and (2) of this para¬ 
graph. 

(4) To pay costs required to preserve 
or realize on security property because of 
an emergency or catastrophe when the 
need for funds cannot be met through a 
Farmers Home Administration loan in 
sufficient time to prevent the borrower 
and the Farmers Home Administration 
from suffering a substantial loss. 

(b) Normal farm income security con¬ 
sists of all security property not con¬ 
sidered as basic security. This will in¬ 
clude crops, livestock, livestock products, 
and poultry covered by Farmers Home 
Administration liens which are sold in 
the usual course of operating the farm 
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business. County Supervisors are au¬ 
thorized to release normal farm income 
security when the property has been sold 
for not less than its fair market value 
and the proceeds are used in accordance 
with the requirements in this paragraph, 
or the property is disposed of without 
sale under one or more of the following 
conditions in this paragraph: 

(1) To pay on debts owed to the 
Farmers Home Administration. 

(2) To pay farm and home expenses 
provided for in the appropriate tables of 
Form FHA-14 or Form FHA-197A, in¬ 
cluding approved revisions thereof. 

(3) To pay necessary farm and home 
expenses which are shown as debts in 
the financial statement on Form FHA-14 
or Form FHA-197A and which are to be 
paid during the year as shown by the 
debt payment table, provided these debts 
were incurred in the production, harvest¬ 
ing, or marketing of crops, livestock, 
livestock products, poultry, or poultry 
products sold during the year covered by 
such forms, or were for family subsist¬ 
ence for that year. 

(4) To pay income taxes and Social 
Security taxes not to exceed the amount 
of one year’s such taxes. 

(5) To make payments on debts se¬ 
cured by liens on the property sold which 
are superior to the liens of the Farmers 
Home Administration. 

(6) To pay annual Installments on 
farm real estate debts owed to creditors 
other than the Farmers Home Adminis¬ 
tration provided (i) amounts of such in¬ 
stallments are reasonable when related 
to the normal rental charge for similar 
farms in the area, and (ii) there is assur¬ 
ance that the borrower will retain pos¬ 
session of the farm for the next crop 
year. 

(7) To make reasonable payments on 
debts owed to other creditors for es¬ 
sential home equipment and essential 
passenger automobiles provided for in 
the debt payment tables of Form FHA- 
14 or Form FHA-197A or approved re¬ 
vision thereof. Such debts ordinarily 
will not be paid before the full amount 
agreed upon for the year has been paid 
to the Farmers Home Administration. 
However, reasonable amounts may be 
paid on such debts to other creditors 
before the amount agreed upon for the 
year has been paid to the Farmers Home 
Administration provided failure to make 
such payments to other creditors when 
due would result in the borrower’s losing 
possession of essential home equipment 
or an essential passenger automobile, 
and such loss of possession would make 
it necessary for the borrower to replace 
the property or to go to substantial addi¬ 
tional expense in order to continue his 
farming operations. 

(8) To make payments on debts owed 
to other creditors and to make purchases 
or to meet expenses which are not other¬ 
wise provided for in this paragraph, in¬ 
cluding the payment of income taxes 
and Social Security taxes not included in 
subparagraph (4) of this paragraph, 
provided (i) such debt payments, pur¬ 
chases, or expenses are included in the 
Form FHA-14 or Form FHA-197A. (ii) 
it appears clear that sufficient income 


will be available to pay on the Farmers 
liens on chattel property the amount 
Home Administration debts secured by 
scheduled on the notes to fall due during 
the year, plus the amount agreed to be 
paid on any delinquencies on such debts, 
and (iii) such debt payments, purchases, 
or expenses are essential to permit the 
borrower to obtain or retain necessary 
equipment, or to continue operation of 
the farm on a sound basis. 

(9) To pay costs required to preserve 
or realize on security property because 
of an emergency or catastrophe when 
the need for funds cannot be met 
through a Farmers Home Administration 
loan in sufficient time to prevent the 
borrower and the Farmers Home Ad¬ 
ministration from suffering a substantial 
loss. 

(10) To permit mortgaged crops to be 
fed to livestock when it is determined by 
the County Supervisor that such disposal 
of the mortgaged crops is preferable to 
direct marketing of the crops provided 
a lien or assignment is obtained in ac¬ 
cordance with § 1831.10(a) (6) of this 
chapter, depending upon the type of 
loan. 

(11) When livestock is consumed by 
the borrower family for necessary sub¬ 
sistence purposes. 

(12) When the Farmers Home Ad¬ 
ministration holds a mortgage on crops 
in which neither the borrower nor the 
Farmers Home Administration has an 
interest, due to the fact that the bor¬ 
rower is no longer occupying or farm¬ 
ing the premises described in the 
mortgage. 

(c) The County Supervisor Is author¬ 
ized to redelegate the authority to re¬ 
lease security property, as provided in 
this section, to Assistant County Super¬ 
visors, Emergency Loan Supervisors, and 
Assistant Emergency Loan Supervisors, 
provided it is determined that the in¬ 
dividual to whom such authority is being 
redelegated has had sufficient training 
and experience to exercise the authority 
properly. The County Supervisor also 
may redelegate such authority to any 
other employees in bonded positions In 
his office under the same conditions ex¬ 
cept that basic security may be released 
only in the event the use to be made of 
the proceeds therefrom has been agreed 
to by the County Supervisor, or Assist¬ 
ant County Supervisor if he has been 
redelegated release authority, and such 
agreement has been documented In the 
borrower’s running case record. 

§ 1871.6 Accounting for security prop¬ 
erty. 

County Supervisors are responsible 
for maintaining currently a record of 
each borrower’s security property. 

(a) Accounting by the borrower —(1) 
Basic security . Borrowers are required 
to discuss all proposed dispositions of 
basic security with supervisory officials 
prior to the time such dispositions are 
made. If the proposed dispositions ap¬ 
pear proper. Form FHA-851. “Statement 
of Conditions on Which Lien will be Re¬ 
leased,'' covering such property will be 
executed by the County Supervisor or his 
delegate and delivered to the borrower. 


(2) Normal farm income security. 
When borrowers make prior inquiries 
concerning the sale or exchange of nor¬ 
mal farm income security, they will be 
informed that if the property is sold, It 
must be sold subject to the Farmers 
Home Administration’s lien and that the 
lien will be released only if the proceeds 
are used and accounted for as provided in 
this subpart. Purchasers of mortgaged 
property who make inquiry will be in¬ 
formed that they should deliver any pro¬ 
ceeds in cash to the County Supervisor 
or make checks payable jointly to the 
borrower and the Farmers Home Admin¬ 
istration. 

(b) Use of Form F//A-99, tt Relea$e. M 
County Supervisors or their delegates 
are authorized to execute Form FHA-99 
or other approved form covering specific 
items of property when the requirements 
of § 1871.5 have been met. Such form 
need not be prepared in any case unless 
requested by a borrower or by an inter¬ 
ested third party. 


§ 1871.7 Releases ami suspension* of as¬ 
signments. 


(a) Authority. (1) County Super¬ 
visors are authorized hereby to release 
or temporarily suspend assignments of 
proceeds from the sale of agricultural 
products. Including Agricultural Con¬ 
servation Program payments and crop 
insurance assignments received in the 
form of checks made payable Jointly 
to the borrower and the Farmers Home 
Administration. This authority may be 
exercised in emergency situations and 
in other Justifiable circumstances pro¬ 
vided its exercise will not be to the finan¬ 
cial detriment of the Government and 
the funds will be used for the purposes 
enumerated in § 1871.5. County Super¬ 
visors will take action to see that sus¬ 
pended or released assignments are rein¬ 
stated or new assignments are obtained 


when needed. . 

(2) State Directors are authorized 
hereby in Justifiable cases to approve re¬ 
quests for suspension or release of as¬ 
signments other than those specified in 
subparagraph (1) of this parasT^ 1 ' 
provided such action will not be detri¬ 
mental to the Government’s interest. 

(b) Method. All suspensions or re¬ 
leases of assignments will be made on 
forms approved by the Office of the Gc 
eral Counsel. 


R.S. 161. secs. 41. 6. 50 Stat. 528. ** 
no. sec. 4. 64 Stat. 100. sec. 10. 68 JStat.T35. 
> U.S.C. 22. 7 U.S.C. 1015. 16 U.S.C. 5 99 "\ 
J.S.C. 442. 16 US.C. 590X-3: 

Sec. of Agr., 19 FR. 74, 22 FJL 8188. 26 FJC 

1403 > . e 

$ 1871.8 Waivers ami subordinations oi 
crop liens for borrowers recenin* 
loans or selling commodities umlfr 
Commodity Credit Corporation p^ 
nthcr than on wool and 


The authorities and procedures <>)ut 
ined in this paragraph for w«r ® 
farmers Home Administration Hens P 
>ly to Commodity Credit Corporation 
otton loan and cotton 
rams and for subordination of Farm*** 
lome Administration lien s JW 
:ommodity Credit Corporation loan pro 
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grains on other commodities, except re¬ 
lease of liens on wool and mohair. The 
authorities and procedures contained 
herein apply whether Commodity Credit 
Corporation loans or purchases are made 
directly by Commodity Credit Corpora¬ 
tion or through a lending or purchasing 
agency authorized by Commodity Credit 
Corporation. 


(a) Commodity Credit Corporation 
loan programs —(1) Authority. County 
Supervisors are authorized to execute 
waivers or subordinations of Farmers 
Home Administration liens on crops in 
favor of Commodity Credit Corporation 
or its approved lending agencies, to en¬ 
able Farmers Home Administration bor¬ 
rowers to obtain Commodity Credit Cor¬ 
poration loans, provided (i) the loan 
funds are to be used for the purposes set 
forth in § 1871.5(b) of this subpart. <Ji) 
the loan is for the full amount of the 
Commodity Credit Corporation loan 
value of the total quantity of the com¬ 
modity described in the Commodity 
Credit Corporation loan forms, and (iii) 
the producer’s note contains a request 
for disbursement of loan funds, as set 
forth in subparagraph (2) of this para¬ 
graph, and provided further that when 
the amount of the commodity loan is less 
than the market value of the crop 
pledged at the time such loan is made, 
the borrower has paid or will pay from 
the Commodity Credit Corporation loan 
the amount due on debts owed to the 
Farmers Home Administration for the 
crop year, including any delinquencies. 


(2) Routines for handling lien waiv¬ 
ers or subordinations. For borrowers to 
obtain Commodity Credit Corporation 
loans. County Supervisors will be re¬ 
quired to execute waivers or subordina¬ 
tions of Farmers Home Administration 
liens on Forms CL-A A and CL-B, CCC 
Hice-B, CCC Dry Bean-B, and CCC Cot¬ 
ton A and G 2, which will be furnished 
oy the Commodity Credit Corporation or 
^approved lending agencies. If any 
other type of lien waiver or subordina¬ 
tion form is being used locally for Com¬ 
modity Credit Corporation loans, such 
iorm may be used to waive or subordi¬ 
nate the lien of the Farmers Home 
Administration if approved by the State 
Erector upon the advice of the Attor- 
« n Char ee. The borrower will be 
required by Commodity Credit Corpora¬ 
tion to sign a producer's note to evidence 
in?, Comm °dity loan. Space is provided 
m the note for the insertion of the names 
and addresses of lienholders and the 
mounts which the producer requests 
X® Payee (Commodity Credit Corpora- 
vniV, its as80C **te lending agency in- 
to pay to them or to other parties 
have an interest in the pro- 
2®°* ®? f °re signing the “Lienholder's 
County Supervisor is re- 
th<^ b I e * or seein g that such space in 
a* t pr ° du< ^ r, s note is filled in properly so 
of fL? r ^ ide fo r the proper distribution 
loan fi, Commodity Credit Corporation 
DroviHn 11 ^’ producer’s note should 
abl* the issu ance of a check pay- 
tion ;L e ? arm ers Home Administra¬ 
te^ the total amount to be paid to 
serh^ ncy Z , or a statement will be in- 
d re< iuiring the issuance of a joint 


check for the net proceeds of the loan 
payable to Farmers Home Administra¬ 
tion, the borrower, and any other lienors 
or designees. Either method of disburse¬ 
ment will be acceptable. 

(b) Commodity Credit Corporation 
cotton purchase program —(1) Author¬ 
ity. County Supervisors are authorized 
to execute waivers of Farmers Home 
Administration liens on cotton in favor 
of the Commodity Credit Corporation or 
its approved purchasing agencies to en¬ 
able borrowers indebted to the Farmers 
Home Administration to sell cotton being 
purchased by Commodity Credit Corpo¬ 
ration or such agencies, provided the 
cotton is sold for its present market 
value, the sales proceeds are to be used 
for the purposes set forth In $ 1871.5«b), 
and the producer's sales agreement con¬ 
tains a request for payment of the pur¬ 
chase price as set forth in subparagraph 
(2) of this paragraph. 

(2) Routines for handling lien waivers. 
For borrowers to sell the cotton being 
purchased by Commodity Credit Corpo¬ 
ration or its approved purchasing agen¬ 
cies, County Supervisors will be required 
to execute waivers of Farmers Home Ad¬ 
ministration liens. Waiver forms on 
Form CCC Cotton SA will be furnished 
by Commodity Credit Corporation or its 
approved purchasing agencies. The 
borrower will be required by Commodity 
Credit Corporation to sign Form CCC 
Cotton SA. Space is provided in this 
form under “Producer's Sales Agree¬ 
ment" for insertion of the names and 
addresses of lienholders and the amounts 
which the producer request the payee 
(Commodity Credit Corporation or its 
approved purchasing agency involved) to 
pay to them or to other parties who may 
have an interest in the proceeds. Before 
signing the “Lienholder's Waiver" on 
this Form, the County Supervisor is re¬ 
sponsible for seeing that such space in 
Form CCC Cotton SA is filled in properly 
so as to provide for the proper distribu¬ 
tion of the purchase price. Form CCC 
Cotton SA should provide for the is¬ 
suance of a check payable to the Farmers 
Home Administration covering the total 
amounts to be paid to this agency or a 
statement will be inserted requiring the 
issuance of a Joint check for the net 
proceeds of the cotton payable to the 
Farmers Home Administration, the bor¬ 
rower, and any other lienors or designees. 
Either method of disbursement will be 
acceptable. 

(3) Special authority. Because of 
market locations or other unusual mar¬ 
keting condition, the Administrator may 
grant special authorization to County 
Supervisors, other than those serving the 
area in which the borrower resides, to ex¬ 
ecute lien waivers for Farmers Home 
Administration on Form CCC Cotton SA. 

(c) Redelegating authority . The 
County Supervisor is authorized hereby 
to redelegate the authority to execute 
waivers or subordinations of Farmers 
Home Administration liens in favor of 
Commodity Credit Corporation or its ap¬ 
proved lending and purchasing agencies 
as provided in this $ 1871.8 to any em¬ 
ployees in bonded positions in his office. 
[25 F.R. 4158. May 11, I960] 


S 1871.9 Executing release* of Hen* on 
wool and mohair marketed by con¬ 
signment. 

(a) General. This section provides 
the procedure and authority for releases 
by County Supervisors of liens on wool 
cr mohair when producers, who are bor¬ 
rowers from the Farmers Home Admin¬ 
istration, market their wool or mohair 
by consignment through a company, cor¬ 
poration, or marketing association acting 
as a broker. 

(b) Policy . Liens on wool and mohair 
may be released in instances when the 
security property is marketed by con¬ 
signment, provided all of the following 
conditions are met: 

(1) The producer assigns to the Farm¬ 
ers Home Administration the proceeds of 
any advances made, or to be made, on 
the wool or mohair by the broker, less 
necessary costs involved in shipping, 
handling, processing and marketing. 

(2) The producer assigns to the Farm¬ 
ers Home Administration the proceeds 
of the sale of the wool or mohair, less 
any remaining costs involved in shipping, 
handling, processing, and marketing, and 
less the amount of any advance made by 
the broker against the wool or mohair, 
including interest. 

(3) The producer and broker agree 
that the net proceeds of any advances 
on, or from the sale of, the wool or mo¬ 
hair will be paid by checks made payable 
jointly to the producer and the Farmers 
Home Administration. 

(c) Authority. Pursuant to the policy 
set forth in paragraph (b) of this sec¬ 
tion, County Supervisors are authorized 
to execute releases of the Government’s 
lien on wool and mohair on Form FHA- 
911, “Assignment. Acceptance, and Re¬ 
lease." Since Form FHA-911 does not 
constitute a binding agreement until 
executed by all parties in interest, in¬ 
cluding the producer and the broker as 
well as the Government, the Countv 
Supervisor may execute it before it is 
signed by the other parties. Form FHA- 
911 will be executed in an original and 
two copies. The original will be given 
to the broker and a copy will be delivered 
to the borrower. 

§ 1871.10 Subordination of *e«'iirity. 

(a) Policy. Farmers Home Adminis¬ 
tration employees may not guarantee, 
personally or on behalf of the Govern¬ 
ment, repayment of advances from other 
credit sources. However, to assist bor¬ 
rowers to obtain credit from other 
sources, liens in favor of the Fanners 
Home Administration may be subordi¬ 
nated when all the following conditions 
exist: 

(1) Such action will assist the Gov¬ 
ernment in preserving or realizing on 
its security. 

(2) The best interest of the borrower 
will be served by such action. 

(3) The Government will suffer no 
financial detriment by reason of such 
subordination. 

(4) There are no liens junior to the 
Farmers Home Administration lien, or 
if there are any such junior liens, the 
holders thereof consent in writing to the 
subordination. 
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(b) Authorizations and purposes. 
State Directors are authorized hereby 
to execute subordinations of Farmers 
Home Administration liens on property 
subject to the above-stated policy and in 
the following instances: 

(1) When an obligation secured by a 
lien prior to that of the Farmers Home 
Administration is about to mature or has 
matured and the prior lien holder de¬ 
sires to extend or renew the obligation, 
or the obligation can be refinanced, pro¬ 
vided the relative lien position of the 
Farmers Home Administration is main¬ 
tained. 

(2) When the Farmers Home Admin¬ 
istration has not and will not advance 
any funds for the year’s operating ex¬ 
penses, provided (i) the subordination 
covers only livestock increases which are 
considered normal farm income security 
or crops, and (ii) the subordination is 
limited to a specific amount determined 
to be necessary to meet the year’s op¬ 
erating expenses. 

(3) When the Farmers Home Admin¬ 
istration has not and will not advance 
funds for the crop year for the expenses 
directly related to particular crops or 
particular livestock enterprises provided 
the subordination covers only such crops, 
livestock increase, feeder livestock, or 
other livestock on which the Farmers 
Home Administration holds a junior lien, 
and provided the subordination is 
limited to a specific amount determined 
to be necessary for annual operating ex¬ 
penses in connection with the particular 
crops or livestock enterprises involved. 

(4) When the Farmers Home Admin¬ 
istration has advanced funds for the 
production of crops and additional funds 
are needed for harvesting or marketing 
such crops, provided the subordination 
of the lien on crops is limited to a 
specific amount that has been found to 
be reasonable and necessary for such 
purposes. 

(5) When funds are needed to pre¬ 
serve or realize on security property be¬ 
cause of an emergency or catastrophe 
and such need for funds cannot be met 
through a Farmers Home Administra¬ 
tion loan in sufficient time to prevent 
the borrower and the Farmers Home 
Administration from suffering a substan¬ 
tial loss. 

(6) When such action Is necessary to 
enable the borrower to obtain insurance 
on crops mortgaged to the Government, 
provided the borrower assigns the pro¬ 
ceeds of such insurance to the Farmers 
Home Administration. 

(7) When another creditor has made 
or will make advances to produce, har¬ 
vest, process, or market a particular 
crop(s) provided the crop(s) is under 
written contract with the creditor, and 
the contract limits advances to product¬ 
ion, harvesting, processing, or marketing 
costs in connection with the contract 
crop(s) or to purposes related thereto. 
Under this authority, waivers of Farm¬ 
ers Home Administration lien priority 
in favor of such creditors may be exe¬ 
cuted in lieu of subordinations where 
this is necessary, provided the policy 
conditions of paragraph (a) of this sec¬ 


tion, under which subordinations by the 
Government may be executed, are met. 

(c) Authority to redelegate . State 
Directors are authorized to redelegate 
to County Supervisors the authority to 
subordinate the Government’s lien in ac¬ 
cordance with the requirements con¬ 
tained in this section. 

(d) Method. Subordinations or lien 
waivers authorized herein will be made 
on Form FHA-286, “Subordination by 
the Government,” or on other suitable 
forms approved by the Farmers Home 
Administration. 

§ 1871.11 Correcting errors in security 
instruments. 

When security instruments uninten¬ 
tionally have been taken to secure Farm¬ 
ers Home Administration loans covering 
chattels or crops which the mortgagor 
did not own, or in which he had no 
mortgageable interest. County Super¬ 
visors are authorized to correct such 
errors by releasing the lien on the prop¬ 
erty, except when it is determined that 
there was bad faith on the part of the 
borrower in giving the security instru¬ 
ment. This authority will be exercised 
through the use of Form FHA-99, or 
other form approved by the Office of the 
General Counsel. 

§ 1871.12 Satisfaction of instruments se¬ 
curing Operating, Emergency, Spe¬ 
cial Livestock, and other production- 
type loans secured by crops and 
chuttels, and Soil and Water Conser¬ 
vation loans, including Water Facili¬ 
ties loans coded J, secured by 
chattels. 

County Supervisors are authorized to 
satisfy mortgages, deeds of trust, assign¬ 
ments, severance agreements, and other 
security instruments upon receipt of 
payment in full of all notes secured by 
such instruments and in debt settlement 
cases when the notes are returned to the 
borrower. 

(a) Form of payment . When pay¬ 
ment is received in the form of currency 
and coin, U.S. Treasury check, cashier’s 
or certified check, bank draft, postal or 
bank money order, or a check issued by 
a responsible lending institution or a 
responsible title insurance or title and 
trust company, the security instruments 
may be satisfied upon receipt of final 
payment. When the final payment is 
made in a form other than the forms 
mentioned above, the security instru¬ 
ments will not be satisfied until 15 days 
after the date of final payment. 

(b) Recording or filing satisfactions. 
Satisfactions will be made on Form FHA- 
77, “Satisfaction,” or other approved 
form in an original and one copy. The 
original of the satisfaction form will be 
delivered to the borrower for recording 
or filing and the copy will be retained in 
the County Office. However, if state 
laws require recording or filing by the 
mortgagee, a second copy will be pre¬ 
pared for the borrower and the original 
will be recorded or filed by the County 
Supervisor. 

(c) Marginal entry or other form of 
satisfaction . When state statutes pro¬ 
vide that satisfactions may be accom¬ 


plished by marginal entry on the records 
of the recording office, or when Form 
FHA-77 is not legally sufficient because 
special circumstances require some other 
form of satisfaction. County Supervisors 
are authorized to make such satisfac¬ 
tions in the appropriate manner. 

(d) Satisfaction in debt settlement 
cases. In debt settlement cases, the 
security instruments will be satisfied 
only when the notes are to be returned 
to the borrower in accordance with Part 
1864 of this chapter. 

(e> Release of Government's interest 
in insurance policies. When liens on 
property covered by Insurance have been 
released, the County Supervisor is au¬ 
thorized hereby to notify the insurance 
company that the Government has re¬ 
leased its lien on the property covered 
by the Insurance. 

(f) Redelegation of authority to sat¬ 
isfy security instruments. County Su¬ 
pervisors are authorized hereby to re¬ 
delegate to employees in bonded posi¬ 
tions the authority to satisfy security 
Instruments in accordance with the pro¬ 
visions of this § 1871.12. 

§ 1871.13 Assignment of notes and se¬ 
curity instruments. 

State Directors are authorized to ac¬ 
cept from third parties payment in full 
of a borrower's notes held by the Farm¬ 
ers Home Administration and to assign 
such notes to such third parties without 
recourse against the Government, and 
to assign related security instruments 
without warranty by the Government In 
the situations set forth below. The At¬ 
torney in Charge will review each pro¬ 
posed assignment, as to the legal matters 
involved, and will approve the form of 
assignment. 

(a) When borrowers request or give 
written consent to such an assignment. 

(b) When borrowers have not re¬ 
quested or given written consent to such 
an assignment and have demonstrated 
an unwillingness to cooperate voluntarily 
with the Farmers Home Administration 
in the servicing and orderly retirement 
of their accounts which would other¬ 
wise be liquidated. 


§ 1871.14 Few. 

(a) Security instruments. Borrowers 
will be required to pay statutory fees for 
filing or recording mortgages and other 
security instruments (including renewal 
mortgages or statements, or Form FHA- 
126) and notary fees in connection witn 
the execution of such instruments. They 
will also be required to pay costs of ob¬ 
taining lien search reports that are nec¬ 
essary in properly servicing security a 
outlined in this subpart. When poasiDie# 
borrowers should pay these fees directly 
to the officials rendering the servic : . 
When cash is accepted by personnel oi 
the Farmers Home Administration to 
used to pay the above-mentioned ie . 
Form FHA-385, “Acknowledgment oi 
Payment for Recording and Lien Sear . 
Fees,” wifi be executed. If the b° rr0 * 
is unable to pay the necessary fees, tne 
County Supervisor may pay eucn ie 
and charge them to the borrowers 
count. 
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(b) Satisfactions. Fees for filing or 
recording satisfactions of security instru¬ 
ments must be paid by the borrower 
unless otherwise required by law. When 
State law requires the mortgagee to file 
or record satisfactions and to pay the 
necessary fees therefor, the fees will be 
paid by the Farmers Home Administra¬ 
tion in accordance with Instructions of 
the State Director. 

(c) Notary fees. Pees for notary serv¬ 
ice necessary in connection with releases, 
subordinations, and other documents ex¬ 
ecuted for and on behalf of the Farmers 
Home Administration, and which can¬ 
not be secured without cost, will be paid 
by the Farmers Home Administration. 

Subpart B—Liquidations 

Authority: The provisions of this Sub¬ 
part B Issued under secs. 41, 51, 50 Stat. 528, 
as amended, 531, as amended, secs. 2, 6, 50 
Stat. 869, as amended. 870: 7 U.S.C. 1015, 
1025, 16 U.S.C. 590s. 590w; Order of Acting 
Sec. of AgT., 19 F.R. 74, 22 F.R. 8188, except 
a 8 otherwise noted. 

§1871.21 General. 

This subpart establishes the policies, 
procedures, and authorities for liquidat¬ 
ing chattel security and disposing of 
chattel property acquired by the Gov¬ 
ernment through liquidation, and for 
handling civil actions, bankruptcy and 
similar proceedings, and probate or ad¬ 
ministration proceedings, and alleged 
criminal violations. 

(a) Insured loans. When liquidation 
involving an insured loan is approved, 
the State Director will take immediate 
steps to obtain an assignment of the 
loan to the Government. 

(b) Definitions . (1) "Government*' 

means the United States of America, 
Farmers Home Administration and its 
predecessor agencies, including the Re¬ 
gional Agricultural Credit Corporation, 
and the United States operating under 
‘‘2(f) agreements" with State Rural Re¬ 
habilitation Corporations or other State 
agencies or officials pursuant to 40 U.S.C. 
440(f). 

(2) "Default" is the failure on the 
Part of the borrower to observe his 
agreements with the Government as con¬ 
tained in notes, mortgages, and other 
similar instruments. 

(3) "Liquidation" is the act of (i) sell¬ 
ing chattel security property in line with 
the policies expressed in § 1871.22 for the 
purpose of closing out the loan in those 
cases in which it has been determined 
that no further assistance will be given, 
or do instituting civil suit against a 
D w 0wer or a fchfrd party to recover 
chattel security property or the value 
tnereof, or to recover amounts owed the 
government, or (iii) filing claims in 
bankruptcy or similar proceedings or in 
probate or administration proceedings 
tor the purpose of closing out the loan, 
j-ases which become paid up from the 
normal farm income or income resulting 
nf°?u the P lann ed reduction in the size 

u enter Prise or by refinancing will 

°?d «< Considered ** liquidations. 

(4) "Civil action" refers to court pro¬ 
ceedings to protect the Government’s 
nnancial interests such as by obtaining 
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possession of property from borrowers or 
third parties, judgments on indebtedness 
evidenced by notes or other contracts or 
Judgments for the value of converted 
property, or judicial foreclosure of secu¬ 
rity instruments. "Bankruptcy" and 
similar proceedings to impound and dis¬ 
tribute the bankrupt’s assets to his 
creditors, and "probate" and similar pro¬ 
ceedings to settle and distribute estates 
of incompetents or of decedents under a 
will, or otherwise, and pay claims of 
creditors are treated separately in this 
subpart and are not included in the term 
"civil action." 

(5) "Criminal action" refers to court 
prosecution by the Government to exact 
punishment in the form of fines or im¬ 
prisonment for alleged violations of 
criminal statutes including, but not 
limited to. (i) unauthorized sale of mort¬ 
gaged property with intent to defraud, 
(ii) purchase of mortgaged property 
with intent to defraud and without pay¬ 
ment of the purchase price to the Gov¬ 
ernment, (iii) falsification of assets or 
liabilities in loan applications, (iv) ap¬ 
plication for a loan for an authorized 
purpose with intent to use and use of 
loan funds for an unauthorized purpose, 
(v) decision, after obtaining a loan, to 
use and using the funds for an unauthor¬ 
ized purpose and then making false 
statements regarding their use, or (vi) 
by scheme, trick, or other device, cover¬ 
ing up or concealing misuse of loan funds 
or unauthorized disposition of mort¬ 
gaged property or other illegal acts, or 
(vii) any other false statements or repre¬ 
sentations in any matter relating to 
Farmers Home Administration matters. 

(8) "Abandonment" is the voluntary 
relinquishment of control by the bor¬ 
rower of security property without pro¬ 
viding for its care. 

(7) "Security property" is chattel 
property, including growing crops, which 
is under lien to the Farmers Home 
Administration. 

(8) "Repossessed security property" is 
security property of which the Govern¬ 
ment has custody, but which is still 
owned by the borrower. 

(9) "Foreclosure sale" is the act of 
selling security property by the Govern¬ 
ment either under the "Power of Sale" 
in the mortgage or through court 
proceedings. 

(10) "Acquired security property” is 
security property of which the Govern¬ 
ment has become the owner through 
liquidation action authorized by this sub¬ 
part and chattel property acquired by 
the Government by execution or other 
sales. 

§ 1871.22 Policy. 

(a) Liquidation. It is the policy of 
the Farmers Home Administration to 
continue with borrowers until they are 
able to graduate to other sources of 
credit so long as they have reasonable 
prospects of eventual success, and pro¬ 
vided they continue to make payments 
In accordance with their ability, account 
properly for the security property and 
otherwise meet their obligations under 
all loans owed the Farmers Home Ad¬ 
ministration. However, liquidation ac¬ 
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tion will be undertaken when, under the 
above policy, it is determined that no 
further assistance will be given to a bor¬ 
rower and when one or more of the con¬ 
ditions set forth below exist. Ordinarily, 
before a decision is made to initiate 
liquidation action, the facts in the case 
will be presented to the County Com¬ 
mittee for consideration and recommen¬ 
dations. When liquidation action is 
taken, it is the policy to liquidate all 
security property or so much thereof as 
is necessary to pay the Farmers Home 
Administration indebtedness in full. 

(1) A borrower is delinquent and his 
refusal or inability to pay on schedule, 
or as agreed upon, is due to lack of dili¬ 
gence. lack of sound farming operations, 
or other circumstances within his con¬ 
trol. 

(2) A borrower whose loan was made 
with the expectation that he would op¬ 
erate a farm, ceases to farm and volun¬ 
tary liquidation can be accomplished. 

(3) A borrower is in default by unau¬ 
thorized disposal of security property, 
or by not properly caring for security 
property to such an extent that the se¬ 
curity interests of the Government are 
or may be impaired, or by not account¬ 
ing properly for security property, or by 
some other action which resulted in bad 
faith in connection with his loan. 

(b) Civil action . Court action or other 
Judicial process will be recommended 
when all other reasonable and proper ef¬ 
forts and methods to obtain payment, to 
remove other defaults, and to protect the 
Government’s security interests have 
been exhausted and when one or more 
of the following conditions exist: There 
is a need to repossess mortgaged prop¬ 
erty or foreclose a lien when such action 
cannot be accomplished by other means 
authorized in this subpart; there is a 
need for filing claims against third 
parties arising out of conversion or other 
action; the borrower fails to make pay¬ 
ments due on his debt in accordance with 
his reasonable ability to pay and has 
assets or income from which collection 
can be made; the Farmers Home Admin¬ 
istration or its security property becomes 
involved in court action through fore¬ 
closure by a third party lienholder or 
through some other action; or other con¬ 
ditions exist which indicate that court 
action may be necessary to protect the 
Government’s interests. The County 
Supervisor is not authorized to commit 
the Government to institute court action 
to effect collections. 

(c) Criminal action. When factual in¬ 
formation has been obtained in¬ 
dicating that criminal statutes of the 
United States may have been violated, 
such facts will be reported promptly. 

§ 1871.23 Approval of liquidations. 

County Supervisors are authorized to 
approve liquidation of security property 
which can be accomplished by the use 
of Form FHA-217, "Agreement for Public 
Sale," Form FHA-851, "Statement of 
Conditions on Which Lien Will Be Re¬ 
leased." Form FHA-209, "Agreement for 
Voluntary Liquidation of Mortgaged 
Chattels." or under the "Power of Sale" 
in the lien instrument. 
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§ 1871.24 Acceleration of tut matured in¬ 
stallments. 

When a case has been approved for 
liquidation, the unmatured installments 
will be accelerated. 

§ 1871.25 Advances to protect the Gov¬ 
ernment’s interest in security prop¬ 
erty pending liquidation. 

(a) When liquidation has been ap¬ 
proved and property serving as security 
is in imminent danger of loss or deteri¬ 
oration, State Directors are authorized 
to protect the Government’s interest and 
approve advances in payment of de¬ 
linquent taxes or assessments which con¬ 
stitute a lien prior to the lien of the 
Farmers Home Administration in ac¬ 
cordance with § 1871.32, premiums on in¬ 
surance essential to the protection of 
the Government’s interest, and other 
costs necessary to protect or preserve 
property serving as security, including 
necessary transportation costs. How¬ 
ever, such advances may not be made 
unless the amount advanced becomes a 
part of the debt secured by the Govern¬ 
ment’s lien, or for expenses of adminis¬ 
tration of estates or for litigation costs. 
Such advances may not be made in any 
case after the United States Marshal 
or other similar official has taken pos¬ 
session of property to be sold by him. 
but if he seizes the property and de¬ 
livers it to the Farmers Home Adminis¬ 
tration for sale by it. costs incurred by 
Farmers Home Administration after de¬ 
livery to Farmers Home Administration 
will be paid by it. 

(b) Any such costs incurred by the 
Government in protecting its security 
Interest may be paid by means of Stand¬ 
ard Form 1034, “Public Voucher for 
Purchases and Services Other Than 
Personal,” and will be charged to the 
borrower’s loan account, or may be paid 
out uf the proceeds of the sale of mort¬ 
gaged property. 

§ 1871.26 Sale of MM-urily properly 1»> 

borrowers. 

(a) Public sale. When security prop¬ 
erty is to be sold by the borrower in his 
own name, Form FHA-217 will be exe¬ 
cuted by the borrower, all lienholders, 

the clerk of the sale or other person who 
will receive the sale proceeds, and then 
by the County Supervisor on behalf of 
the Government. No official of the 
Farmers Home Administration is author¬ 
ized to bid at such sales. The County 
Supervisor or Assistant County Super¬ 
visor will arrange to receive promptly the 
proceeds of the sale which are due the 
Government for application on the bor¬ 
rower’s indebtedness. 

(b) Private sale . If the borrower has 
ready purchasers and can effect an im¬ 
mediate private sale of all of the security 
property for its present market value or 
the remaining security property consists 
of items of small value or a limited num¬ 
ber of items which do not Justify public 
sale. Form FHA-851 may be used to 
liquidate the security property. If the 
security property is not sold within 30 
days after the execution of Form FHA- 
851, It will be disposed of in accordance 
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with paragraph (a) of this section or 
§ 1871.31. 

§ 1871.27 Repossession of MH tirily prop¬ 
erly. 

(a) Taking possession. County Super¬ 
visors and Assistant County Supervisors 
will take possession of security property 
for the Government in the situations and 
under the conditions indicated below: 

(1) When security property has been 
abandoned by a borrower. 

(2) When Form FHA-209 has been 
signed by the borrower, the County Su¬ 
pervisor and by all other lienholders 
authorizing the sale and distribution of 
proceeds in accordance with the priority 
of liens. In all cases where Form FHA- 
209 is executed, minimum prices will be 
set forth for all items except farm com¬ 
modities for which there is a locally es¬ 
tablished market, and perishable 
property. 

(3) When possession of the property 
can be obtained peaceably even though 
the borrower has not signed Form FHA- 
209. 

(4) When security property is deliv¬ 
ered to the Farmers Home Administra¬ 
tion as a result of court action. 

(5) In addition, when the Farmers 
Home Administration holds a junior lien 
on items of security property, such 
items will be repossessed and sold only 
when the prior lienholder(s) does not 
intend to enforce his lien and then only 
when the following are met: 

(i) With respect to subparagraphs 
(1) through (3) of this paragraph, the 
value of such security property, based 
on a conservative appraisal, is substan¬ 
tially greater than the amount of the 
prior lien(s). 

(li) With respect to subparagraphs 
(1) through (3) of this paragraph, 
agreement is reached with the prior 
lienholder<s) that the property may be 
sold and that such lienholders will re¬ 
lease their liens on the property after 
sale. This agreement will be obtained 
on Form FHA-845, “Agreement of Lien¬ 
holders to Sale of Mortgaged Chattels.” 

(ill) With respect to subparagraphs 
(1) through (3) of this paragraph, in 
the event the prior lienholders will not 
agree to the liquidation of the property, 
the amount of their liens may be paid 
off if the circumstances justify, based 
upon a consideration of the factors in¬ 
dicated in subparagraph (5)<i) of this 
paragraph and provided their notes and 
liens are assigned to the Government on 
forms prepared or approved by the At¬ 
torney in Charge. Payment of prior 
liens not in excess of $2,500 in any one 
case may be approved by the State Di¬ 
rector. Such payments will be made by 
means of Standard Forms 1034 and 
charged to the borrower’s account in 
accordance with the provisions of 
§ 1871.31(c). Prior liens in excess of 
$2,500 in any one case will not be paid 
off without prior authorization by the 
National Office. 

§ 1871.28 Gire of repo*»M'»*c«l property 

pending sale. 

When possession has been taken of 

security property as provided in § 1871.27 


(a). County Supervisors, Assistant 
County Supervisors, Emergency Loan 
Supervisors, or Assistant Emergency 
Loan Supervisors will arrange for the 
custody and care of such property for 
the period specified in § 1871.31 and are 
authorized to execute the necessary 
agreements as follows: 

(a) Livestock . Livestock will be de¬ 
livered to a person who is capable of, and 
has adequate facilities for, caring for 
and feeding the livestock. Reasonable 
compensation will be agreed upon in ad¬ 
vance. Whenever practicable, animal 
products will be computed as a part or all 
of the caretaker’s compensation. De¬ 
livery, however, will be made pursuant 
only to a written agreement on Form 
FHA-210, and the number of days cov¬ 
ered by the agreement will be entered in 
the blank space in paragraph 2 of the 
form. When an approved extension of 
time is secured in accordance with 
§ 1871.31, Form FHA-210 will be amended 
as appropriate and initialed by the 
parties thereto, or a new agreement exe¬ 
cuted covering such extension. If a more 
favorable arrangement cannot be ob¬ 
tained, custody agreements may provide 
that the Farmers Home Administration 
will make advances to supply feed neces¬ 
sary to maintain the livestock. 

(b) Machinery , equipment, tools, her - 
vested crops, and other chattels. This 
type of property will be properly stored 
and cared for pending its sale. Space 
may be leased for this purpose, if neces¬ 
sary, upon prior approval of the State 
Director, or such property may be stored 
and cared for by agreement on Form 
FHA-210 as prescribed above in the case 
of livestock. This type of property will 
not be put to use by the caretaker but 
will be held in storage only. 

(c) Crops, Arrangements will be made 
for the custody, care, and disposition of 
growing crops and for unharvested ma¬ 
tured crops. Form FHA-211 will be used 
for this purpose unless the crops are to 
be sold in place. When Form FHA-211 
is used, it will be executed by the care¬ 
taker and by the landlord unless he gives 
his consent otherwise in writing. 

§ 1871.29 Tests and inspection* of l' vf * 

stock. 

If required by State law as a condition 
of sale, livestock being sold will be tested 
or inspected prior to the sale. 

§ 1871.30 Authority to hid at execution 
or foreclosure sale* conducted by 
U.S. Marshals or at liquidation »«!*• 
by prior lienholder*. 

(a) Execution sales. State Directors 
are authorized hereby to bid on behalf oi 
the Government at execution sales wnen 
personal property which is not cov ®y e ^ 
by the Farmers Home Administration 
crop and chattel lien is being sold to 
satisfy a Farmers Home Administration 
judgment lien, and at Farmers Home Ad¬ 
ministration foreclosure sales conducte 
by U.S. Marshals. Such bidding will be 
subject to the provisions of § 1871 

(2). This authority may be redelega^ea 

on an individual case basis to County 
Supervisors. Assistant County Super 
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sors, Emergency Loan Supervisors, or 
Assistant Emergency Loan Supervisors. 

(b) Liquidation sales by prior lien¬ 
holders. County Supervisors. Assistant 
County Supervisors. Emergency Loan Su¬ 
pervisors, and Assistant Emergency Loan 
Supervisors are authorized hereby to bid 
on property on which the Government 
holds a junior lien subject to the provi¬ 
sions of § 1871.31(a) (2). 

§ 1871.31 Sale of repossessed properly 
by tlie Government. 

All repossessed property will be sold 
as soon as practicable and legally per¬ 
missible after repossession. Livestock, 
equpiment, tools, and other chattels 
(except irrigation equipment which, 
together with real estate, serves as secur¬ 
ity for Soil and Water Conservation 
loans and is to be sold or transferred 
with the farm) must be sold within 60 
days from the date of the repossession; 
except in those states where the maxi¬ 
mum period of time for which costs of 
custody, care, and storage legally may 
be charged to the borrower’s account is 
less than 60 days, the period of time 
provided by law will be the maximum 
period for which repossessed property 
may be held for sale. Crops will be sold 
within any time limit prescribed by State 
law. Such sales will be made as soon 
as the maximum net return can be real¬ 
ized but not later than 60 days after 
harvesting or the normal marketing time 
for such crops unless an extension of 
time is granted by the State Director. 

(a) Public sale. Repossessed property 
may be sold at public sale either pursuant 
to agreement on Form FHA-209, or, 
when authorized by the State Director, 
pursuant to the “Power of Sale" in the 
lien instrument. If requested. Form 
PHA-213C. "Bill of Sale ‘C’ (Sale 
Through Government as Liquidating 
Agent)," or other necessary instrument 
to convey all of the right, title, and in¬ 
terest of the Government and the bor¬ 
rowers will be executed and delivered to 
the purchaser. The method of conduct¬ 
ing such public sales will be prescribed 
by the State Director subject to the fol¬ 
lowing requirements: 

G) Advertising —(i) Pursuant to 
Toiler of Sale” in the lien instrument. 
t^iblic sales held pursuant to the "Power 
of Sale" in the lien instrument will be 
advertised as provided in the lien instru¬ 
ment or as otherwise required by state 
law. 

(ii) Pursuant to agreement on Form 
FHA-209. Public sales may be adver¬ 
tised by posting handbills. 

(2) Bidding at sales. The property 
ttill be sold to the highest bidder and 
^here the successful bidder is other than 
wie Government, it will be sold for cash 
opposed to credit sales). The 
^ounty Supervisor, Assistant County 
oupervisor. Emergency Loan Supervisor, 
or Assistant Emergency Loan Supervisor 
will attend all public sales of repossessed 
Property held pursuant to this para¬ 
graph and will bid on behalf of the Gov- 
Interests Wbere necessar y to protect its 

*k) Private sale. (1) Repossessed 
property may be sold at private sale for 


RULES AND REGULATIONS 

cash under the conditions agreed to by 
the borrower through the execution of 
Form FHA-209, provided the sale price 
for each item is at least equal to the 
minimum price established by the agree¬ 
ment. If requested by the purchaser. 
County Supervisors, Assistant County 
Supervisors. Emergency Loan Super¬ 
visors, or Assistant Emergency Loan 
Supervisors will execute and deliver to 
the purchaser Form FHA-213C or other 
necessary instrument to convey all of the 
right, title, and interest of the Govern¬ 
ment and the borrower. 

(2) Repossessed property may be sold 
at private sale for cash for its present 
market value if agreed to by the bor¬ 
rower by the execution and delivery of 
Form FHA-213B, "BUI of Sale *B’ (Sale 
by Private Party)." 

(3) Repossessed perishable property, 
such as certain fresh fruits and vege¬ 
tables, in immediate danger of deteriora¬ 
tion or spoilage will be sold at private 
sale for the best cash price obtainable. 
If requested by the purchaser, Form 
FHA-213C will be executed and de¬ 
livered to him. 

(4) Repossessed property such as 
wheat, rye, oats, corn, cotton, and to¬ 
bacco (but not livestock and machinery) 
may be sold at private sale for cash, pro¬ 
vided such sales are authorized by the 
State Director. The price received must 
be in line with current market quota¬ 
tions for products of similar grade, type, 
or other recognized classification. If re¬ 
quested by the purchaser. Form FHA- 
213C will be executed and delivered to 
him. 

(5) Repossessed property In instances 
other than those outlined in subpara¬ 
graphs (1), (2), (3). and (4) of this 
paragraph may be sold for its present 
market value at private sale in those 
states where such method is authorized 
by the security instrument and is per¬ 
missible legally. State Directors are 
authorized hereby to approve, or to dele¬ 
gate to County Supervisors authority to 
approve, the sale of such repossessed 
property at private sale under such cir¬ 
cumstances. 

(c) Payment of costs and prior lien¬ 
holders by voucher. When expenses 
must be paid before the sale or if cash 
proceeds are not available from the sale 
of the property with which to pay costs 
referred to in § 1871.32(a) or to pay prior 
lienholders, such costs or prior liens will 
be paid by invoice or Standard Form 
1034 (Standard Form 1144, "Public 
Voucher for Advertising," for newspaper 
advertising), and the amount of such 
voucher will be charged to the respec¬ 
tive borrower’s account, except as lim¬ 
ited by state law. No costs incident to 
the repossession and sale of security 
property should be incurred unless they 
can be charged to the borrower's ac¬ 
count, and in no event will any such costs 
be borne by the Government. Each in¬ 
voice or voucher will be approved by the 
County Supervisor, signed by the payee 
or supported by signed invoices, and sub¬ 
mitted to the Finance Office for payment. 
Invoices or vouchers in payment of such 
costs as custody, care, storage, harvest¬ 
ing, and marketing will be supported by 
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the original and one copy of Form FHA- 
210 or Form FHA-211, "Agreement for 
Cultivating, Harvesting, and Delivering 
Crops." 

§ 1871.32 Accounting for proceeds of 
liquidation sales. 

This section applies to distributing and 
receipting for proceeds of nonjudicial 
liquidation sales; that is, liquidation sales 
conducted under the power of sale in 
lien instruments or under Form FHA- 
209, Form FHA-217, or Form FHA-851. 

(a) Order of priorities. The proceeds 
of such sales will be distributed in the 
following order of priority except that 
if other Federal agencies hold liens on 
the security property, the case will be 
referred to the Attorney in Charge for 
advice as to the order of distribution. 

(1) To pay expenses of sale and costs 
of tests and inspections of livestock and 
costs of the transportation, custody, 
care, storage, harvesting, marketing, and 
other costs and expenses chargeable to 
the borrower, including amounts already 
paid by the Government and charged to 
the borrower’s account. 

(2) To pay liens which under state law 
are prior to those of the Farmers Home 
Administration, in accordance with their 
state law priorities, except that non- 
Federal tax liens on security property 
will be paid only when demand is made 
by tax collecting officials before distribu¬ 
tion of the sale proceeds, and the sale 
proceeds will not be used to pay real 
estate taxes or substantial amounts of 
taxes against nonsecurity personal 
property. 

Note: This authority for payment of non- 
Federal tax liens applies to pending cases 
In which final distribution of the sale pro¬ 
ceeds has not yet been made as weU as to 
future cases. If action is threatened or 
taken by the sheriff or other official to 
collect taxes not authorized above to be paid 
out of the security property or the sale pro¬ 
ceeds, the sale will be postponed unless an 
arrangement can be made to deposit in 
escrow with a responsible disinterested party 
an amount equal to the tax claim, pending 
determination of the priority rights thereto. 
When such action Is taken, or such an escrow 
arrangement Is made, the matter will be 
reported promptly to the State Director for 
referral to the Attorney In Charge. 

(3) To pay rent for the current crop 
year out of the proceeds from the sale 
of other than basic security property 
provided there are no liens junior to the 
Farmers Home Administration’s other 
than the landlord’s lien, if any, and the 
borrower consents in writing to such 
payment. However, if an Emergency 
loan was made for the current year pur¬ 
suant to Part 1832 of this chapter, cash 
or standing rent for cropland used for the 
production of cash crops will be paid 
only after the amount due or falling due 
on that loan has been paid. 

(4) To pay debts owed the Farmers 
Home Administration which are secured 
by liens on the property sold. 

(5) To pay liens junior to those of 
the Farmers Home Administration in ac¬ 
cordance with their priorities on the 
property sold, including any landlord’s 
liens for rent unless such liens have al¬ 
ready been paid under subparagraph (2) 
or (3) of this paragraph. 
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(6) To pay rent for the current crop 
year, if the borrower consents in writing 
to such payment and if such rent has not 
already been paid as provided in sub- 
paragraph (2), (3), or (5) of this 
paragraph. 

(7) To pay on any other debts owed 
to the Farmers Home Administration 
which are unsecured or are secured by 
liens on property which is not being sold. 
However, in justifiable circumstances, 
the State Director may approve the use 
of a part or all of the remainder of such 
funds by the borrower for other neces¬ 
sary purposes, provided the other Farm¬ 
ers Home Administration debts are ade¬ 
quately secured or the borrower makes 
satisfactory arrangements to pay the 
other debts from income or other sources, 
which payments likely can be depended 
upon. 

(8) To pay the remainder to the 
borrower. 

(b) Receipts . Receipts will be obtained 
for all amounts paid out of the sale pro¬ 
ceeds. Form FHA-37, “Receipt for Pay¬ 
ment/’ will be issued only for the total 
amount remitted to Farmers Home Ad¬ 
ministration for credit to the borrower’s 
indebtedness. Such amount will be 
scheduled to the Finance Office in ac¬ 
cordance with Part 1862 of this chapter. 

§ 1871.33 Handling civil and criminal 

cases. 

All cases in which court actions to 
effect collection or to enforce the rights 
of the Government under any of the se¬ 
curity instruments are recommended, 
as well as actions relating to apparent 
violations of Federal criminal statutes, 
will be forwarded to the Attorney in 
Charge for submission to the appropriate 
United States Attorney. 

(a) Actions on cases referred to the 
Attorney in Charge . When a case is re¬ 
ferred to the Attorney in Charge, the 
State Director will notify the County 
Supervisor and the Finance Office of the 
referral. After notice of the referral is 
received by the County Supervisor, no 
collection or security servicing action will 
be taken except upon specific instructions 
from the State Director or the Attorney 
in Charge. However, when the borrower 
voluntarily proposes to make a payment 
on his account, the County Supervisor 
will receive the collection in accordance 
with established procedure unless he has 
received notice that the debt has been 
accelerated or that the case has been 
referred to the United States Attorney. 
The County Supervisor will immediately 
notify the State Director by memoran¬ 
dum, with a copy sent to the Attorney in 
Charge, of any such collections received. 

(b) Actions on cases referred to the 
United States Attorney and on judgment 
cases (including third-party judgments). 
The Attorney in Charge will notify the 
State Director, the Finance Office, and 
the County Supervisor when a case is 
referred to the United States Attorney, 
a Judgment (including third-party) is 
obtained, or a case is otherwise disposed 
of. After notice has been received that 
a case has been referred to the United 
States Attorney or that a judgment has 
been obtained, no action will be taken 
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by the County Supervisor except upon 
specific instructions from the State Di¬ 
rector, the Attorney in Charge, or the 
United States Attorney. 

(1) If such a debtor proposes to make 
a payment, the payment will not be ac¬ 
cepted, but an offer will be made to as¬ 
sist in preparing a letter for the debtor’s 
signature to be used in transmitting the 
payment to the appropriate United 
States Attorney. In such a case the 
debtor will be advised to make payment 
by check or money order payable to the 
Treasurer of the United States. 

(2) Collection items received through 
the mail from such a debtor or from 
other sources to be applied to such ac¬ 
counts will be forwarded through the 
Attorney in Charge to the appropriate 
United States Attorney. Form FHA-37 
will not be issued in any case in which 
payment is made on a judgment account, 
or on an account which is in the hands 
of the United States Attorney. The 
debtor will be informed in writing by the 
County Supervisor of the disposition of 
the amount received and that payments 
in the future should be made to the 
United States Attorney at a given ad¬ 
dress. 

(RS. 367, 84 Stat. 816; 5 UJ3.C. 310, 816) 

§ 1871.31 Care and disposition of ac¬ 
quired security property. 

The County Supervisor or the Assistant 
County Supervisor will make immediate 
arrangements for the care and storage 
of acquired security property in the 
same manner as for repossessed property. 
Acquired security property may not be 
left with a custodian under a custody 
agreement executed prior to its acquisi¬ 
tion by the Government. A new custody 
agreement will be executed on Form 
FHA-210 for the care of such property. 
Acquired security property will be dis¬ 
posed of as expeditiously as possible, but 
may not be held more than 120 days, 
except upon the approval of the State 
Director in individual situations. Form 
FHA-210 will contain a statement as to 
the number of days during which the 
property will be cared for. Charges for 
the care, custody, transportation, and 
sale of such property, including any 
necessary tests and inspections of live¬ 
stock, will be paid by the Government by 
means of Standard Form 1034 or certi¬ 
fied invoice approved by the County 
Supervisor. 

(a) Disposition. The County Super¬ 
visor is authorized to sell acquired secu¬ 
rity property for the best cash price ob¬ 
tainable at public auction or by privately 
negotiated sale after giving public notice 
of such sale in accordance with the pro¬ 
visions of § 1871.31(a) (1) (ii>, except that 
public notice must always be given and 
Form FHA-212A, “Notice of Sale/' will 
be used for private sales. Determination 
of the type of sale to be held will be based 
on the prospects of obtaining the highest 
net return to the Government. Loans 
may be used in accordance with Fanners 
Home Administration regulations to 
purchase such property. 

(1) Transferring title to purchaser. 
Title to acquired security property will 
be transferred to the purchaser, at the 


time the cash purchase price is paid, by 
execution and delivery of Form FHA- 
213A, “Bill of Sale 'A’ (Sale of Govern¬ 
ment Property) /' 

(2) Reporting sales of acquired secu¬ 
rity property. Form FHA-855, “Invoice.” 
will be prepared at the time of sale. 

(3) Transmitting payments received 
from sale of acquired security property. 
Any form of payment that is acceptable 
as a payment on indebtedness due the 
Farmers Home Administration may be 
accepted in payment for acquired secu¬ 
rity property. Such payments will be 
scheduled in accordance with Part 1862 
of this chapter. Form FHA-37 will not 
be issued for funds received from the 
sale of acquired security property. 

(Sec. 43, 60 Stat. 680, a a amended; 7 U.6.C. 
1017) 

§ 1871.35 Reports of inventory tratiMir- 

tions; acquired security properly. 

County Supervisors will prepare in¬ 
ventory reports of acquired Government 
and Corporation security property and 
reports of acquisitions and dispositions 
pertaining thereto on Form FHA-658, 
“Report of Inventory Transactions.” 
Property lost through death, spoilage, 
depreciation, or otherwise, will be re¬ 
ported on Form FHA-708, “Statement of 
Loss of Property/' If the property was 
in the hands of a custodian at the time 
of loss, the custodian should sign Form 
FHA-708. Form FHA-708 will show the 
item number and book value of each 
item. 

§ 1871.36 Bankruptcy and Insolvency. 

If a borrower becomes involved as a 
debtor in proceedings under any State 
or Federal bankruptcy or insolvency law, 
the County Supervisor will promptly re¬ 
port the facts and forward the borrow¬ 
er’s case files and other pertinent in¬ 
formation and documents to the State 
Director for preparation of a proof of 
claim, if necessary. The County Super¬ 
visor will keep the State Director in¬ 
formed of further developments in the 
case, but will take no other action unless 
directed to do so by the State Director 
or the Attorney in Charge. 

(a) Proof of claim. If the debtor has 
any assets out of which a collection could 
be made, the State Director will prepare 
and execute a proof of claim covering 
all indebtedness to the Fanners Home 
Administration except any Judgments 
obtained by a United States Attorney. 
The State Director will send to the At¬ 
torney in Charge the executed proof of 
claim on Form FHA-280, “Proof of Claim 
of the United States of America Entitled 
to Priority of Payment,” or other form 
approved by the Attorney in Charge, 
together with attachments required by 
the Attorney in Charge, for filing with 
the proper official. A proof of claim on 
an insured loan will not be executed or 
filed until the note has been assigned to 
the Government. The State Director, 
upon advice from the Attorney in Charge 
will instruct the County Supervisor con¬ 
cerning any actions to be taken by him 
with respect to meetings of creditors. 

(b) Unsecured claims — Governments 
priority. Under the National Bankrupt - 
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cy Act. after payment of fees and costs, 
unsecured claims of the United States 
(including State Rural Rehabilitation 
Corporation claims under 2(f) agree¬ 
ments and the amount of any claim in 
excess of any security therefor), with 
interest to the date of filing the petition 
in bankruptcy, are entitled to priority 
of payment over unsecured claims of 
other creditors. 

(c) Security released to Farmers 
Home Administration — liquidation—con¬ 
tinuation with borrowers. Ordinarily, 
when the value of security does not ex¬ 
ceed the Farmers HGme Administration 
liens and any prior liens against it. an 
effort will be made to get the security 
released to Farmers Home Administra¬ 
tion. When security is released to 
Farmers Home Administration, it will be 
liquidated in accordance with this sub¬ 
part if chattel security, or in accordance 
with Subpart A of Part 1872 of this 
chapter if real estate security, unless the 
State Director, upon recommendation 
of the County Supervisor, approves con¬ 
tinuation with the borrower. If the 
property is liquidated, the proceeds will 
be applied first to the interest accrued to 
the date of the filing of the petition in 
bankruptcy and then to the principal 
of the debt, and if there are additional 
proceeds, to the interest accrued from 
the date of the filing of the petition in 
bankruptcy to the date of the payment. 
The State Director may permit the bor¬ 
rower to continue with the loan and re¬ 
tain the security if he determines that 
the security property should not be liq¬ 
uidated under the liquidation policy 
applicable to the type of loan involved. 

(1) When continuation with a bor¬ 
rower is approved, he will be required to 
execute a new promise to pay (on a form 
prepared by the Attorney in Charge) all 
his Farmers Home Administration in¬ 
debtedness which is secured by the prop¬ 
erty released to Farmers Home Adminis¬ 
tration in accordance with the terms of 
the existing instrument(s) evidencing 
such indebtedness. The new promise 
to pay will be executed by the Lorrower 
and a copy will be given to him. The 
borrower also will be required to execute 
any security or other instruments 
deemed necessary by the Attorney in 
Charge. A new promise to pay and 
other required instruments will be 
executed as soon as possible after re¬ 
lease of the security to the Farmers 
Home Administration and the borrower’s 
adjudication in bankruptcy, unless, 
under State law the new promise to be 
effective must be made after discharge 
in bankruptcy. 

(RB. 3466. sees. 57, 64, 50 Stat. 866, aa 
amended, 874, as amended; 11 UB.C. 93. 104, 
31 UJS.C. 191) 

§ 1871.37 Deceased borroHer*. 

If a survivor will not continue with 
the loan, it may be necessary to make 
“^mediate arrangements with a sur¬ 
vivor, executor, or administrator, if any, 
or other interested parties to complete 
the year’s operations or to otherwise pro¬ 
toot or preserve the security. 

Probate or administration pro¬ 
ceedings —(l) institution of probate or 
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administration proceedings. Generally, 
probate or administration proceedings 
are instituted by relatives or heirs of the 
deceased or creditors other than Farmers 
Home Administration. Ordinarily, 
Farmers Home Administration will not 
institute probate or administration pro¬ 
ceedings because of the problems of 
designation of an administrator or other 
similar official, posting his bond, and 
payment of costs. If probate or ad¬ 
ministration proceedings are instituted 
by other parties, or by the United States 
Attorney at the request of Farmers 
Home Administration, and any security 
is to be thereafter liquidated by Farmers 
Home Administration instead of by the 
administrator or executor or other simi¬ 
lar official, the liquidation will be ac¬ 
complished in accordance with the 
advice of the Attorney in Charge. 

(2) Filing a proof of claim. When a 
proof of claim is to be filed, it will be 
prepared by the State Director and 
transmitted for filing in the manner 
directed by the Attorney in Charge. If 
an insured loan is involved, the proof of 
claim will not be prepared until the note 
has been assigned to the Government. 
A proof of claim will be filed in any case 
in which probate or administration pro¬ 
ceedings are instituted, unless: 

(i) After considering liens and prior¬ 
ity rights of Farmers Home Administra¬ 
tion and other parties, costs of adminis¬ 
tration and charges against the estate, 
there are no assets in the estate which 
could be reached by Farmers Home Ad¬ 
ministration except Its security and 
Farmers Home Administration will liqui¬ 
date the security, if necessary to collect 
the Farmers Home Administration claim, 
by foreclosure or otherwise, or 

(U) Continuation with a survivor or 
transfer to and assumption by another 
party is approved, and either the Farm¬ 
ers Home Administration debt is fully 
secured or the amount of the debt in 
excess of the value of the security which 
could be collected by filing a claim is ob¬ 
tained in cash or additional security. 

(3) Priority of claims —(i) Secured 
claims. Each secured claim will take 
its relative lien priority to the extent of 
the value of the property serving as 
security for it. Secured claims include 
those secured by mortgages, deeds of 
trust, landlord's contractual liens, and 
other contractual liens or security in¬ 
struments executed by the borrower on 
real or personal property. However, 
tax, judgment, attachment, garnish¬ 
ment, laborer's, mechanic’s, material- 
men's, landlord’s statutory liens, and 
other noncontractual lien claims may or 
may not constitute secured claims. 
Therefore, if any claims referred to in 
the preceding sentence are allowed as 
secured claims and the Farmers Home 
Administration claim is not paid in full, 
the advice of the Attorney in Charge 
will be obtained as to whether they con¬ 
stitute secured claims and as to their 
relative priority. 

(ii) Unsecured claims. The remain¬ 
ing assets of the estate, including any 
value of security property in excess of 
the amount of the secured claims against 
it, are to be applied first to payment of 
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costs of administration and charges 
against the estate, and second to un¬ 
secured debts of the deceased. If the 
total of such remaining assets in the 
estate being administered is insufficient 
to pay all costs of administration 
charges against the estate, and unse¬ 
cured debts of the deceased, unsecured 
claims are payable out of such remaining 
assets in the following order of priority: 

First. Costs of administration and charges 
against the estate, unless under state law 
they are payable after the Government’s un¬ 
secured claims. (Such costs and charges 
Include costs of administration of the estate, 
allowable funeral expenses, allowances of 
minor children and surviving spouse, and 
dower and curtesy rights.) 

Second. Government’s unsecured claims. 

(b) Withdrawal of claim. When nec¬ 
essary to permit closing of an estate in 
which a Farmers Home Administration 
claim has been filed, the United States 
Attorney may be requested to withdraw 
the claim upon receipt of cash payment 
or additional security of a value com¬ 
parable to the amount of the debt in 
excess of the value of existing security 
which it is estimated could be recovered 
from the estate, provided that with¬ 
drawal of the claim will not affect the 
Government’s rights under existing notes 
or security instruments. 

(c) Liquidation when no probate or 
administration proceedings and no con¬ 
tinuation with survivor or transfer and 
assumption. When probate or adminis- 
tion proceedings have not been instituted 
and continuation with a survivor or 
transfer to, and assumption by, another 
party will not be approved as provided 
in § 1871.38, any chattel security will be 
liquidated in accordance with this sub¬ 
part and any real estate security will be 
liquidated in accordance with Subpart 
A of Part 1872 of this chapter as expe¬ 
ditiously as possible. In such liquida¬ 
tion cases if the proceeds from the sale 
of security are insufficient to pay in full 
the indebtedness owed to the Farmers 
Home Administration, and other assets 
are available in the estate from which 
collection can be made, the State Di¬ 
rector will request the Attorney in 
Charge to take appropriate action to 
effect collection. 

(d) Continuation with survivor. 
When a surviving member of deceased 
borrower’s family desires to continue 
with the farming operations, continua¬ 
tion may be approved subject to the 
following: 

(1) Survivor who is liable. Any sur¬ 
vivor who is liable for the indebtedness 
of the deceased borrower may continue 
with the loan provided he can comply 
with the obligations of the notes, other 
evidence of debt and chattel or real estate 
security instruments, and so long as 
liquidation is not necessary to protect 
the interest of the Farmers Home Ad¬ 
ministration. When a survivor who is 
liable for the indebtedness is to continue 
with the account, the account will be 
changed to the continuing survivor's 
name. Form FHA-97, "Assumption 
Agreement,” will be executed and sent 
to the Finance Office when under state 
law the wife of a borrower who has 


FEDERAL REGISTER, VOL. 31, NO. 215—FRIDAY, NOVEMBER 4, 1966 







14222 

signed the note cannot be held personally 
liable for the debt without assumption 
of liability after the borrower’s death. 
In such a case, the account will not be 
reamortized and the terms of the note 
will remain the same unless the State 
Director determines otherwise. 

(2) Survivor who is not liable. When 
a surviving member of the deceased bor¬ 
rower’s family, not liable for the in¬ 
debtedness, desires to continue with the 
farming operations and the loan, the 
State Director may approve the transfer 
of chattel security or real estate secu¬ 
rity. or both, to him and his assumption 
of the obligations secured by such prop¬ 
erty without regard to the personal eli¬ 
gibility of the transferee, subject to the 
following conditions: 

(i) The transferee will continue the 
fanning operations for the benefit of all 
or a part of the deceased borrower’s 
family. 

<ii) The transferee will assume the 
full amount of the unpaid balance of 
the secured Farmers Home Administra¬ 
tion debts unless the market value of 
the property is less than such Farmers 
Home Administration debt plus any prior 
liens in which case he will assume that 
portion of such Farmers Home Adminis¬ 
tration debts which, when added to any 
prior liens, equals the present market 
value of the security as determined by 
the current market value appraisal and 
the recommendation of the County Com¬ 
mittee. 

(iii) The assumption agreement meets 
the repayment terms specified in 
§ 1872.13(c) (2) (iii) of this chapter. 

(iv) The State Director determines 
that the continuation with a survivor 
will not adversely affect the repayment 
of the loan and will accomplish the ob¬ 
jectives for which the loan was made. 

(3) Considerations in continuing with 
survivor. In determining whether to 
continue with a survivor, whether he is 
already liable or assumes the indebted¬ 
ness. all pertinent factors will be taken 
into consideration including the follow¬ 
ing: 

(i) Whether probate or administra¬ 
tion proceedings have been or will be 
instituted and whether the filing of a 
claim on the Farmers Home Administra¬ 
tion debt in such proceedings is neces¬ 
sary to protect the interests of the Farm¬ 
ers Home Administration. 

(ii) Whether the survivor can con¬ 
tinue with the loan on a sound basis. 

(iii) Whether it is possible to make 
the necessary arrangements with the 
heirs, creditors, executors, administra¬ 
tors, and other interested parties to 
transfer title to the security property 
to the transferee and to avoid forced 
liquidation of the assets of the estate to 
the extent of making it impossible for 
the survivor to continue with the loan 
on a sound basis. 

(4) Vesting title in survivor. If the 
continuation with a survivor, whether 
already liable or not, is approved, all 
steps necessary, short of foreclosure or 
litigation, will be taken to vest in the 
survivor full title to the security. 

(5) Release of liability. Ordinarily, 
the deceased borrower’s estate will not 
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be released from liability for the in¬ 
debtedness and the deceased borrower’s 
notes and security instruments will not 
be satisfied or released until the debt 
has been paid in full, or settled under 
Part 1864 of this chapter. Other obligors 
on the notes or other evidence of indebt¬ 
edness will not be released from liability 
in connection with transfer to. or as¬ 
sumption by, a survivor without the prior 
concurrence of the National Office. 

(6) Docket preparation. Transfers 
under subparagraph (2) of this para¬ 
graph shall be documented and proc¬ 
essed in the same manner as transfers 
and assumptions under § 1871.38. 

(e) Transfers to ineligibles. No trans¬ 
fers or assumptions of deceased borrow¬ 
er’s real estate or chattels, or both, shall 
be approved to a person ineligible under 
the requirements of § 1872.13(c) (2) (ii) 
of this chapter, except as provided in 
paragraph (d)(2) of this section, and 
except that the State Director may ap¬ 
prove transfers of real estate or chattels, 
or both, of deceased borrowers to eligible 
or ineligible transferees other than such 
survivors only upon prior approval of the 
National Office. 

(R.S. 3466; 31 U.S.C. 191) 

§ 1871.38 Tran*fcr and assumption of 
chattel security and debts. 

Transfers and assumptions involving 
chattel security only may be made as 
provided in this section. Transfer of 
one or more accounts, all of which are 
secured by both chattels and real estate, 
will be accomplished in accordance with 
§ 1872.13 of this chapter. Continuation 
of loans with survivors of deceased bor¬ 
rowers, including assumption of indebt¬ 
edness, is covered by § 1871.37. 

(a) Transfers to eligibles. The State 
Director may approve a transfer of chat¬ 
tel security to, and the assumption of, 
the chattel debt by a transferee who 
meets the eligibility requirements for 
transferees as set out in § 1872.13(c) (2) 
(ii) of this chapter. In such cases the 
transferee will assume the full amount 
of the unpaid balance of the Farmers 
Home Administration debts secured by 
the chattels unless the present market 
value of the chattels is less than such 
debt(s) plus any prior lien(s), in which 
event he will assume that portion of such 
Farmers Home Administration debt(s), 
which, when added to the prior lien(s), 
equals the present market value of the 
chattels as determined by the County 
Supervisor. 

(1) Ordinarily, the debt assumed will 
be repaid in accordance with the rates 
and terms of the existing note(s) or 
assumption agreements and any delin¬ 
quency will be paid on or before the date 
the transfer is closed. However, if the 
County Supervisor determines that the 
transferee cannot pay the delinquency at 
the time the transfer is closed or cannot 
repay the loan within the remaining re¬ 
payment period of the note, he may rec¬ 
ommend and the State Director may ap¬ 
prove the reamortization of the account 
for such period as may be necessary but 
not to exceed seven years from the date 
of closing of the transfer. The ac¬ 
count (s) also will be reamortized when¬ 


ever the transferor is ahead of schedule 
or prepaid. 

(2) When the total amount of the 
Farmers Home Administration indebted¬ 
ness is assumed by the transferee, it will 
be the policy to release the transferor 
from personal liability to the Govern¬ 
ment upon the County Committee's mak¬ 
ing the following memorandum certifica¬ 
tion: “The value of the security property 
of (names of all transferors) is not less 
than the indebtedness against it and in 
our opinion the transferors do not have 
any assets from which the Farmers Home 
Administration could make a substantial 
recovery. Therefore, we recommend that 
the transferors be released from personal 
liability upon assumption of the full in¬ 
debtedness by the transferee.’’ The 
transferor will not be released from lia¬ 
bility if the full amount of the debt is 
not assumed. 

(b) Transfers to ineligibles. The State 
Director may not approve a transfer to, 
or assumption by, a transferee who does 
not meet the eligibility standards de¬ 
scribed in § 1872.13(c) (2) (ii) of this 
chapter without the prior concurrence of 
the National Office. 

(1) An ineligible transferee generally 
will be required to assume all of the in¬ 
debtedness secured by chattels or an 
amount substantially in excess of the 
present market value of the security less 
any prior liens if the security is worth 
less than the entire secured debt. 

(2) An ineligible transferee will be re¬ 
quired to make a minimum payment at 
the time of execution of the assumption 
agreement of at least 20 percent of the 
debt to be assumed, calculated before 
such payment. The balance of the 
Farmers Home Administration debt(s) 
will be scheduled for repayment in equal 
annual installments with interest at 5 
percent per annum, within the shortest 
period consistent with the transferee’s 
ability to pay, but not to exceed five years 
from the date of closing the transfer. 

(3) The transferor will not be released 
from personal liability. 

(c) Release of liability. When the 
transfer by assumption is being made to 
an eligible transferee in accordance with 
paragraph (a) of this section and the 
total amount of the Farmers Home Ad¬ 
ministration debt is assumed by the 
transferee, it will be the policy to release 
the transferor from personal liability to 
the Government upon the certification 
by the County Committee as contained 
in § 1872.13(f) (5) (i> of this chapter with 
respect to a transferee who is assuming 
the full amount of the indebtedness. 
The transferor w r ill not be released from 
liability if the full amount of the debt 
is not assumed or if the transferee is 
ineligible. 

(d) County Committee certification 
and recommendation. No transfer or 
assumption under this paragraph will be 
approved unless the County Committee 
makes a certification on the memojan- 
dum statement form provided in § 1872.13 
of this chapter. The certification will 
be signed by at least two members of the 
Committee, dated, and made a part of 
the transferee’s County Office file. 
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(e) Docket submission . The County 
Supervisor will submit to the State Office 
the County Office file and the following: 

(1) Statement of amount of indebted¬ 
ness involved, description and statement 
of value of security, and statement 
of justification, including a plan of 
repayment. 

(2) Form FHA-197, “Application for 
FHA Services.” 

(3) Transferee’s plan of operation re¬ 
flected on Form FHA-14, “Farm and 
Home Plan,” or Form FHA-197A, 
“Operating Budget and Financial State¬ 
ment,” as appropriate. 

(4) County Committee’s certification 
regarding transfer. 

(f) Processing assumption agree¬ 
ments. The assumption agreement will 
be executed on Form FHA-97. Addi¬ 
tional security instruments will be ob¬ 
tained if required by the Attorney in 
Charge. Upon receipt of Form FHA-97, 
the Finance Office will establish an ac¬ 
count in the name of the assuming 
transferee. If a collection is received 
from the assuming transferee after the 
assumption agreement is approved but 
prior to Finance’s notification to the 
County Office, Form FHA-37 will be pre¬ 
pared in accordance with § 1872.13(f) (3) 
of this chapter. 

§ 1871.39 Agricultural Stabilization and 
Conservation Service set-offs. 

The Secretary’s Order on set-offs 
authorizes the collection of debts owed to 
the Farmers Home Administration by 
set-off against amounts approved 
for payment to the debtor by Agri¬ 
cultural Stabilization and Conservation 
Committees. 

(a) Recommendations for set-offs 
will be forwarded by the County Super¬ 
visor to the State Director. If the recom¬ 
mendation for set-off is approved, a let¬ 
ter will be written to the borrower stat¬ 
ing that a request for a set-off has been 
made, together with the reasons for such 
action. 

(b) The State Director may withdraw 
a request for set-off by giving notice to 
the Agricultural Stabilization and Con¬ 
servation State Office at any time prior 
to the processing of set-off voucher. 
However, set-offs may be withdrawn only 
if the borrower pays his indebtedness in 
full, makes substantial payment on his 
debt, the debt is settled, or it is deter¬ 
mined that future collections can be 
made through ordinary methods. 

<c> If the account of the borrower 
for whom a request for set-off has been 
submitted is transferred to another 
Farmers Home Administration County 
Office jurisdiction, either within or out¬ 
side the state, the State Director will 
notify the Agricultural Stabilization and 
Conservation State Office of the address 
of the Farmers Home Administration 
County Office to which the account has 
been transferred in order that any pay¬ 
ments may be sent to such office. If 
the transfer is to another state, the 
transferring State Director will notify 
the receiving State Director that a re¬ 
quest for set-off has been made and that 
he should give consideration to this fact 
m the servicing of the case, including 
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the advisability of requesting a set-off 
in the state to which the borrower has 
moved. 

(d) Check delivery . Set-offs will be 
made by means of checks or sight drafts 
drawn payable to the Farmers Home Ad¬ 
ministration and delivered to the County 
Supervisor. Such remittances will be 
receipted for and scheduled in accord¬ 
ance with Part 1862 of this chapter, ex¬ 
cept that if the claim has been forwarded 
to the Attorney in Charge, the remittance 
will be sent to the Attorney in Charge 
and his instructions as to application 
will be followed. 

(RS. 161: 5 U.S.C. 22; Order of Acting Sec. 
of Agr., 23 F.R. 3757. 7 CFR Part 13) 

§ 1871.40 Releases anil satisfactions. 

Release and satisfaction necessary in 
connection with liquidation action will 
be executed in accordance with authori¬ 
ties contained in Subpart A of Part 1871 
of this chapter. 

Subpart C—Security Servicing for 
Special Livestock Loans 

Authority: The provisions of this Sub¬ 
part C Issued under RS. 161; 5 U.S.C. 22. 
Interpret or apply sec. 2. 63 Stat. 44, as 
amended; 12 U.S.C. ll48a-2. 

§ 1871.41 General. 

(a) Accounts and security for Special 
Livestock loans will be serviced in ac¬ 
cordance with all regulations of the 
Farmers Home Administration which 
cover the servicing of accounts and secu¬ 
rity for operating loans insofar as such 
regulations are applicable and except as 
expressly provided in this subpart. 

[19 F.R. 4105, July 7. 1954, as amended at 
23 F.R. 635, Jan. 31. 19581 

§ 1871.42 Disposition of normal farm 
income security property. 

For Special Livestock loans, § 1871.4 
(b) is replaced by the following material. 

(b) “Normal farm Income security" con¬ 
sists of all security property not considered 
as basic security. 

(1) With income division agreements. In 
connection with normal sales of livestock 
and livestock products which are covered by 
an Income division agreement executed by 
the prior lienholder. County Supervisors are 
authorized to release livestock or livestock 
products from the Government’s Junior lien, 
and proceeds from the sale thereof, when 
they have been sold for their fair market 
value, provided the proceeds are used as 
follows: 

(1) To pay on the Special Livestock loan 
account amounts which the Government 1 b 
entitled to receive under the income divi¬ 
sion agreement. 

(11) To pay on the Indebtedness owed prior 
lienholders amounts not In excess of those 
which such creditors are entitled to receive 
under the Income division agreement. 

(ill) To pay other debts as agreed upon 
when the loan was made, provided the 
amount which the Government is entitled 
to receive under the Income division agree¬ 
ment has been paid, and prior lienholders 
permit amounts from the Income they are 
entitled to receive to be used for this purpose. 

(2) Without income division agreements. 
In connection with sales of normal farm 
income security property not covered by an 
income division agreement. County Super¬ 
visors are authorized to release the property 
from the Government’s lien, and proceeds 
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derived from the sale thereof, when It has 
been sold for Its fair market value, provided 
the proceeds are used for one or more of 
the following purposes: 

(1) To pay necessary harvesting and mar¬ 
keting expenses not provided for In the loan, 
or which cannot otherwise be provided by 
the borrower from his own resources. 

ill) To make payments on the Special 
Livestock loan account. 

(ill) To make payments to other creditors 
having liens on the property sold which are 
superior to the liens of the Farmers Home 
Administration, provided any amount re¬ 
maining after payments are made to such 
other creditors is applied on the borrower's 
Special Livestock loan, or is released under 
the conditions and for one or more of the 
purposes specified in § 1871.42(b)(2). 

(iv) To make payments on debts owed to 
creditors other than those mentioned In sub¬ 
division (ill) of this subparagraph, and to 
make capital purchases as agreed upon when 
the loan was made, provided: 

(a) Creditors having liens superior to 
those of the Farmers Home Administration 
have been paid the amounts agreed with 
them to oe paid for the year; 

( b ) The Farmers Home Administration has 
been paid the amounts agreed to be paid for 
the year. 

The amounts shown by Table H of Form 
FHA-197A, “Operating Budget and Financial 
Statement," will serve as a guide in releasing 
income for these purposes; and if the amount 
available is not sufficient to make all the 
payments to other creditors as anticipated 
when the loan was made, priority will be 
given to the debts which must be paid to 
enable the borrower to continue in business 
and the remaining income will be prorated 
in an equitable manner between the other 
creditors. 

(3) With or without income division 
agreements. In connection with sales of 
normal farm income security property either 
covered or not covered by an Income division 
agreement, County Supervisors are author¬ 
ized to release the property from the Gov¬ 
ernment's lien, and proceeds derived from 
the sale thereof, when It has been sold for 
its fair market value, provided the pro¬ 
ceeds are used for one or more of the follow¬ 
ing purposes: 

(I) To pay necessary farm and home ex¬ 
penses In those Instances In which a loan 
has not been made for the current year, 
provided: 

(a) Such expenses have been Included In 
a budget developed for the year and ap¬ 
proved by the State Director (the authority 
to approve annual budgets for this purpoee 
may be delegated to State Field Representa¬ 
tives or County Supervisors, in the discretion 
of the State Director); 

(b) Other lienholders have agreed for re¬ 
leases to be made for this purpose; and 

(c) If there is an Income division agree¬ 
ment, the Government has received the 
amount it Is entitled to thereunder. 

(II) To purchase or acquire through ex¬ 
change property more suitable to the borrow¬ 
er’s needs, subject to the following condi¬ 
tions : 

(a) The new property must be made sub¬ 
ject to a lien In favor of the Farmers Home 
Administration; 

(b) The new property, together with the 
additional proceeds which may be applied on 
the Special Livestock loan, must have secu¬ 
rity value to the Farmers Home Adminis¬ 
tration at least equal to that of the lien 
formerly held by the Farmers Home Admin¬ 
istration on the old property: and 

(c) When a new security instrument la 
necessary, ordinarily it will be taken at the 
time of acquisition of the new property; 
however, In Individual cases the County 
Supervisor may delay the taking of a new 
security Instrument not to exceed one year. 
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or until a new security Instrument is neces¬ 
sary for other reasons, whichever is earlier, 
when adequate security will continue to 
exist, and the borrower s Special Livestock 
loan account is current during such period 
of delay. 

(ill) To pay not normally recurring costs 
that are necessary for the preservation of the 
remaining security property. 

§ 11)71.13 Termination of tiondislurb- 
ance agreements. 

(a) County Supervisors, with the con¬ 
currence of the County Special Livestock 
Loan Committee or the State Director if 
a County Special Livestock Loan Com¬ 
mittee has not been appointed, are au¬ 
thorized to approve the termination of 
nondisturbance agreements executed on 
Form FHA-916, ‘‘Agreement—Special 
Livestock Loans,” In individual cases 
when it is determined that the borrower 
does not have reasonable prospects of 
working out of his financial difficulties. 

<b) County Supervisors are author¬ 
ized to approve the termination of non¬ 
disturbance agreements in cases in which 
borrowers have abandoned security 
property. 


PART 1872—REAL ESTATE SECURITY 

Subpart A—Servicing and Liquidations 

See. 

1872.1 General. 

1872.2 Subordination of FHA mortgage to 

permit refinancing, extension, xe- 
amortization, or increase in 
amount of prior lien. 

1872.3 Consent, by partial release, subor¬ 

dination, or otherwise, to sale or 
other disposition of portion of or 
interest in security, except leases. 

1872.4 Consent to Junior liens. 

1872.5 Consent to borrowers granting 

lease of security. 

1872.6 Severance agreements. 

1872.7 Disposition of proceeds of partial 

release, subordination, and con¬ 
sent transactions. 

3872.8 Actions by FHA for account of bor¬ 

rower. including advances for 
preservation of security or pro¬ 
tection of lien. 

1872.9 Actions by third parties which af¬ 

fect security. 

3872.10 Deceased borrowers. 

1872.11 Bankruptcy and insolvency. 

1872.12 Liquidation action. 

1872.13 Transfer of loan accounts. 

1872.14 Voluntary conveyance of security 

to FHA. 

1872 15 Foreclosure by FHA. 

1872.16 Assignment of direct loans. 

1872.17 Release of valueless junior liens. 

1872.17a Assignment and release of Soil 

Bank Program payments. 

1872.18 Redelegation of authority. 

Subparts B Through D—[Reserved! 

Subpart E—Management and Disposition of 
Acquired Farms 

1872.81 General. 

1872.82 Delegation of authority. 

1872.83 State Office routine subsequent to 

acquisition of farms. 

1872.84 Miscellaneous matters pertaining 

to the sale of acquired farms. 

1872.85 Easements and rights-of-way. 
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Subpart F—Sale of Farms Not Suitable for 
Purposes of Till* I 

1872.101 General. 

1872.102 Delegation of authority. 

1872.103 Terms and conditions of sale. 

1872.104 Plan of sale. 

1872.105 Request for allotment to defray 

sales costs. 

1872.106 Public notice. 

1872.107 Invitation to submit offer or bid. 

1872.108 Receiving, custody, and acceptance 

of bids. 

1872.109 Closing of sale and routing of doc¬ 

uments. 

Subpart A—Servicing and 
Liquidations 

Authobity: The provisions of this Subpart 
A issued under R.S. 161, secs. 41, 6, 50 Stat. 
528, as amended, 870, sec. 510. 63 Stat. 437, 
Bee. 4, 64 Stat. 100, sec. 10. 68 Stat. 735; 5 
U.S.C. 22, 7 U.S.C. 1015, 16 U.S.C. 590w, 42 
U.S.C. 1480, 40 U.S.C. 442, 16 U.S.C. 590X-3. 
Interprets or applies secs. 41, 51, 2, 50 Stat. 
528, as amended. 531. as amended, 869, as 
amended, sec. 2, 60 Stat. 1062, as amended, 
secs. 1, 2. 510, 1, 63 Stat. 43. as amended. 44. 
as amended, 437, 883, sec. 2. 64 Stat. 98. secs. 
9, 10,1. 68 Stat. 736. 999, as amended; 7 U.S.C. 
1015, 1025, 16 U.S.C. 590s, 7 U.S.C. 1001 note, 
12 U.S.C. 1148a-l and note, 1148a-2, 42 U.S.C. 
1480, 7 UJ3.C. 1006a, 40 UJS.C. 440, 16 U.S.C. 
590X-2. 590X-3. 12 U.S.C. 1148a-l note. Other 
statutory provisions interpreted or applied 
are cited to text in parentheses. 

§ 1872.1 General. 

(a) Definitions. For the purposes of 
this part, where appropriate, the follow¬ 
ing definitions shall apply unless other¬ 
wise indicated. The term FHA means 
the Farmers Home Administration, or 
the United States of America acting 
through the Farmers Home Administra¬ 
tion. The terms FHA loans, FHA ac¬ 
counts, FHA liens. FHA interests, FHA 
security. FHA debts, and similar terms 
apply to indebtedness owed to or insured 
by FHA, related security instruments, 
and security covered thereby. The term 
“borrower” includes all persons who are 
liable for FHA debts or who executed the 
related security instruments. The term 
“note” includes any note, bond, assump¬ 
tion agreement, or other evidence of 
indebtedness. The term “mortgage” In¬ 
cludes any deed of trust or other real 
estate security instrument. The terms 
FO. FH, OL, SW. EM, SE, SL, WF. and 
ORE as applied to loans, mortgages, or 
accounts mean, respectively. Farm Own¬ 
ership. Farm Housing, Operating, Soil 
and Water Conservation, Emergency. 
Special Emergency, Special Livestock. 
Water Facilities, and Other Real Estate. 
The term “Attorney in Charge” refers to 
the attorney in charge of the local field 
office of the Office of the General Counsel, 
U.S. Department of Agriculture. 

<b) Scope. This part delegates au¬ 
thority and prescribes policy and pro¬ 
cedure for servicing and liquidating real 
estate security for all FHA loans except 
Watershed loans and SW loans to as¬ 
sociations. 

(c) General policy. Real estate secu¬ 
rity will be serviced, in accordance with 
the provisions of the mortgages, to ac¬ 
complish the loan purposes and protect 


the Government’s financial interest. It 
will be the policy of FHA to continue to 
service real estate security in any case 
where (1) the borrowers have reasonable 
prospects of accomplishing the purpose 
of the loan, continue to make payments 
in accordance with their ability, properly 
account for and maintain the security, 
and otherwise meet their loan obligations 
under the loan, and (2) protection of 
FHA’s financial interest does not require 
immediate liquidation. If a borrower 
fails to maintain, protect, or account for 
security so as to Jeopardize FHA’s finan¬ 
cial interest or makes unauthorized dis¬ 
position of any security, remedial action 
will be instituted promptly. 

(d) County Supervisor's responsibility. 
The County Supervisor is responsible for 
seeing that security is being properly 
maintained, protected, and accounted for 
by the borrower and for servicing the 
security in accordance with tills part. 
He will visit the farm at least annually. 

(e) Insured loans; style of execution 
of documents by FHA. In insured loan 
cases servicing documents executed by 
FHA will be executed in the name of 
“United States of America, for Itself and 
as Trustee” when the mortgage is held 
by FHA under a trust assignment or 
declaration, in the name of “United 
States of America, Trustee of the Assets 

of the-Rural Rehabilitation 

Corporation” when the note and mort¬ 
gage run to and are held by the United 
States as Trustee for a State Rural 
Rehabilitation Corporation (SRRC<, and 
in the name of “United States of 
America” when the mortgage runs to the 
United States or when a mortgage run¬ 
ning to the insured lender is not held by 
FHA under a trust assignment or decla¬ 
ration and the note is held by FHA. 

(f) Consent of lienholders. When this 
part requires the consent of other lien¬ 
holders before FHA consents to a trans¬ 
action which affects its security or its 
lien, such consent will be obtained and 
furnished to FHA by the borrower and 
will include agreement as to the disposi¬ 
tion of any funds involved in the trans¬ 
action. When an insured FO mortgage 
is held by the lender, his consent will be 
obtained only if a written partial release, 
subordination, or other servicing docu¬ 
ment is required, and on a form approved 
by FHA. 

(g) Authority of State Directors and 
County Supervisors to execute instru¬ 
ments . County Supervisors are author¬ 
ized to execute on behalf of FHA all ap¬ 
propriate documents and instruments in 
connection with transactions which they 
are authorized by any provisions of this 
part to approve. State Directors are au¬ 
thorized to execute on behalf of FHA all 
appropriate documents and instruments 
in connection with transactions which 
they or County Supervisors are author¬ 
ized by any provisions of this part to 
approve. This authorization to State 
Directors and County Supervisors is in 
addition to, and not in lieu of, any ex¬ 
press authorization to execute documents 
set forth elsewhere. 
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§ 1872.2 Subordination of FHA mort¬ 
gage to permit refinancing, exten¬ 
sion, reamortization, or increase in 
amount of prior lien. 

(a) General. When a borrower re¬ 
quests FHA to subordinate a mortgage 
taken in connection with a direct or in¬ 
sured loan so that he can refinance, ex¬ 
tend. reamortize, or increase the amount 
of the prior lien, Form FHA-696, “Appli¬ 
cation for Partial Release, Subordina¬ 
tion. or Consent/’ will be executed by the 
borrower. In case of an insured FO 
mortgage held by the lender, the lender’s 
consent will be obtained by having the 
lender execute the written subordina¬ 
tion, partial release, or other servicing 
document requested on a form approved 
by FHA. Subject to the provisions of 
paragraphs (b) and (c) of this section, 
a subordination may be granted if (1) 
the borrower is unable to refinance the 
FHA mortgage on terms which he can 
reasonably be expected to meet, (2) the 
terms and conditions of the prior lien 
will be such that the borrower can rea¬ 
sonably be expected to meet them, and 
(3) the priority of FHA’s lien position is 
maintained or advanced. In connection 
with obtaining a loan from a Federal 
Land Bank, the subordination may per¬ 
mit the Federal Land Bank loan to in¬ 
clude funds for the purchase of National 
Farm Loan Association stock in an 
amount not more than 5 percent of the 
prior lien if the borrower is unable to pay 
for the stock with personal funds. 
Whenever possible, an assignment of the 
beneficial interest in such stock will be 
obtained as collateral security. 

(b) County Supervisor's authority. 
Subject to the provisions of paragraph 

(a) of this section, the County Super¬ 
visor is authorized to approve and exe¬ 
cute a subordination which involves re¬ 
financing, extending, or reamortizing a 
prior lien provided the amount of the 
indebtedness secured by the prior lien 
is not increased by more than nominal 
cost incident to loan closing plus funds 
for the purchase of National Farm Loan 
Association stock where applicable. 

<c) State Director's Authority. Sub¬ 
ject to the provisions of paragraph (a) 
of this section, the State Director is 
authorized to approve and execute a sub¬ 
ordination which involves increasing the 
prior lien by an amount to be used for 
farm development or farm enlargement 
purposes, as well as the payment of nom¬ 
inal cost incident to loan closing and 
for National Farm Loan Association 
stock where applicable, subject to all the 
following requirements: 

<1) The proposed farm development 
or enlargement will improve the bor¬ 
rower’s ability to repay the FHA loan(s). 

<2) The proposed farm development 
or enlargement will increase the present 
market value of the security by an 
amount at least equal to the increase 
n the amount of the prior lien. In the 
case of an FO loan, the sum of any prior 
!^ n and the FO lien must not exceed 
fair and reasonable value of the farm 
unless (i) the subordination is for the 
P u f r ^°? e of land development necessi¬ 
tated by flood, windstorm, or other cas- 
uaay » or is for repair or replacement of 
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essential farm buildings, (ii) such de¬ 
velopment or enlargement will not re¬ 
sult in making an FO farm greater than a 
family-type unit, and (ill) such enlarge¬ 
ment will not cause the fair and reason¬ 
able value of an FO farm to exceed the 
county average value. 

(3) Any proposed farm development 
will be planned and performed in accord¬ 
ance with Subparts B and C of Part 1804 
of this chapter or in a manner directed 
by the creditor and acceptable to FHA. 

(4) Funds to be used for farm develop¬ 
ment or enlargement will be handled in 
the manner prescribed for loan funds in 
Part 1803 of this chapter, except that if 
the creditor will not permit the use of the 
supervised bank account procedure, 
arrangements satisfactory to FHA which 
will assure that the funds will be spent 
for the planned purposes will be 
substituted. 

<5) In case of land purchase, FHA will 
obtain a mortgage on such purchased 
land. In the case of an FO loan, the 
mortgage on the purchased land will 
be either a first or second mortgage. 

(d) Processing . A subordination will 
be completed in accordance with closing 
instructions issued by the Attorney in 
Charge. 

§ 1872.3 Consent, by partial release, sub¬ 
ordination, or otherwise, to sale or 
other disposition of portion of or 
interest in security, except leases. 

(a) Provisions of FHA mortgages. In 
all FHA mortgages except FH loan mort¬ 
gages prepared before October 1, 1950, 
and a few OL loan, EM loan, SL loan, 
and WF loan mortgages, the borrower 
has agreed not to sell, transfer, assign, 
mortgage, or otherwise encumber the 
security, or any portion of or interest in 
it, without the prior written consent of 
the mortgagee. In all FHA mortgages 
the borrower expressly agrees not to 
engage, without prior consent, in certain 
specified transactions including the cut¬ 
ting or removal of timber, or gravel, oil, 
gas, coal, or other minerals, aside from 
small amounts used by the borrower for 
ordinary domestic purposes. Further¬ 
more, even in the case of the few FH, OL, 
EM. SL. and WF mortgages mentioned 
above in the exception, any property, or 
any part thereof or interest therein, 
which is subject to the FHA mortgage 
and which is disposed of by the borrower 
without consent, remains subject to the 
mortgage lien. The required consent 
may be in the form of a partial release, 
subordination, or other form of written 
consent, depending on the circumstances. 

(b) Consent and partial release and 
subordination forms. When FHA con¬ 
sent is required by the mortgage, it will 
be given by approving a completed Form 
FHA-696. When requested, the FHA 
also will give a written partial release 
or subordination on Form FHA-99, “Re¬ 
lease," Form FHA-286, “Subordination 
by the Government,” or other form ap¬ 
proved by the Attorney in Charge. 

(c) Conditions of FHA consent. Ordi¬ 
narily FHA consent will be granted and 
a partial release or subordination exe¬ 
cuted if (1) the net consideration for the 
transaction is adequate to fully compen¬ 
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sate for the security being disposed of or 
rights granted, (2) the orderly repay¬ 
ment of the FHA indebtedness will not be 
impaired, (3) the transaction will not 
interfere with the successful operation 
of the farming enterprise, (4) in the 
case of an FO unit which before the 
transaction is an adequate family-type 
farm, the transaction will not reduce the 
farm to less than a family-type farm 
as defined in Part 1831 of this chapter, 
and (5) the provisions of paragraphs 

(d) and (e) of this section are complied 
with, except that the State Director and 
County Supervisor are severally author¬ 
ized to permit the borrower to use a part 
of the proceeds to pay nominal costs 
incident to closing the transaction which 
the borrower has agreed to pay but is 
unable to pay from personal funds, such 
as title examination, abstracts, or title 
insurance (but not taxes other than 
past-due real estate taxes on the land 
being sold). When the approval official 
is uncertain as to whether the proposed 
payment is adequate to compensate fully 
for the loss of security or considers it 
necessary for other reasons, a current 
appraisal report will be obtained. In the 
sale of timber which appears to be worth 
more than $1,000 or of any minerals 
other than small amounts of sand and 
gravel, the borrower will be encouraged 
to obtain the assistance of a qualified 
technician other than an FHA employee 
to advise him as to the quantity or value 
of the timber or mineral and the manner 
in which it should be sold. Usually, such 
assistance can be obtained from State 
or Federal employees in the area. 

(d) County Sujyervisor's authority. 
Subject to the requirements of para¬ 
graph (c) of this section, the County 
Supervisor, unless foreclosure or volun¬ 
tary conveyance is pending, is authorized 
to approve transactions where the entire 
net proceeds will be applied on prior 
liens, or to FHA liens in the orde- of the 
priority of such FHA liens, provided that 
when the transaction involves $500 or 
more or the sale of land, the County 
Supervisor will obtain either (Da state¬ 
ment by the County Committee that the 
consideration is adequate to fully com¬ 
pensate for the property or rights being 
disposed of, or (2) a current appraisal 
report showing that the amount to be 
received is at least equal to the present 
market value of such property or rights. 

(e) State Director's authority. Sub¬ 
ject to the requirements of paragraph 

(c) of this section and subparagraphs 
(1). (2), (3). and (4) of this paragraph, 
the State Director is authorized to ap¬ 
prove transactions involving exchange of 
all or part of the security for other farm 
real estate; use of all or part of the pro¬ 
ceeds for farm development, farm en¬ 
largement, or application on prior liens 
or any FHA accounts; release to the bor¬ 
rower of proceeds which are regular in¬ 
come as defined in § 1872.7 when the loan 
is not in process of forced liquidation 
through foreclosure or voluntary con¬ 
veyance; or an easement or right-of-way 
granted without monetary compensation 
or for a token consideration. In any 
case in which the proceeds would be con¬ 
sidered as extra payments under § 1872.7 
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and such proceeds will not be applied 
on prior liens or FHA accounts secured 
by real estate liens, the following re¬ 
quirements must be complied with: 

(1) Use of any proceeds for farm de¬ 
velopment or enlargement will create a 
more favorable outlook for collection of 
the FHA debt, will not result in making 
an FO loan farm greater than a family- 
type farm, and will be carried out in the 
manner prescribed for real estate loan 
funds in Part 1803 of this chapter. 

(2) Any proposed farm development 
work is planned and performed in ac¬ 
cordance with Subparts B and C of Part 
1804 of this chapter. 

(3) When other FHA loans not se¬ 
cured by a real estate lien are inade¬ 
quately secured, proceeds in excess of 
the normal market value of real estate 
security being released may be applied 
to such other FHA accounts with the con¬ 
sent of the borrower and any prior or 
junior lienholders provided that the FHA 
loans secured by a lien on real estate will 
be adequately secured after the transac¬ 
tion. Such payments will be applied as 
extra payments unless the State Director 
approves a specific request in writing by 
the borrower that they be applied as 
regular payments. That part of the pro¬ 
ceeds which represents the normal mar¬ 
ket value of the security released must be 
applied to a prior lien or the FHA lien 
of highest priority. 

(4) The present market value of the 
security for the real estate lien after the 
transaction plus any amount applied as 
payments on any prior real estate lien 
or any FHA account will not be less than 
the present market value of the security 
prior to the transaction. 

(f) Processing. Consent to a transac¬ 
tion will be obtained from any prior lien¬ 
holders, from junior lienholders in case 
any proceeds will be used for any purpose 
other than application to the FHA mort¬ 
gage or prior liens, and from the holder 
of an insured mortgage held by the 
lender when required in § 1872.1(f). If 
a written release or subordination is re¬ 
quested, the transaction will be com¬ 
pleted in accordance with closing in¬ 
structions issued by the Attorney in 
Charge. 

§ 1872.4 Conseiit lo junior lion*. 

As a general policy, FHA borrowers will 
be discouraged from giving junior liens 
on their farms. When consent is re¬ 
quired by the FHA mortgage and the 
making of the junior lien is justified, the 
State Director may consent by executing 
Form FHA-696 provided (a) the loan 
is necessary for successful operation of 
the borrower's farm, (b) the terms of 
the junior lien debt will not likely jeop¬ 
ardize payment of the FHA loan, (c) any 
operating plans made w T ith the junior 
mortgage holder are consistent with any 
farm plans made by FHA with the bor¬ 
rower, and (d) the junior creditor agrees 
in writing that he will not foreclose his 
mortgage before a discussion with the 
County Supervisor and giving a speci¬ 
fied period of notice to FHA. 
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§ 1872.5 Consent io borrower'* granting 
lease of security. 

When a borrower requests FHA con¬ 
sent to lease and consent is required by 
the mortgage and this section. Form 
FHA-696 will be completed. When a 
prior lienholder is involved and his mort¬ 
gage requires consent to lease, such con¬ 
sent will be obtained in accordance with 
§ 1872.1(f). For an insured mortgage 
held by the lender, the holder's consent 
will be obtained when required in § 1872.1 
(f). The approval of the County Super¬ 
visor will not be given until the document 
has been executed by the holder. The 
pertinent provisions of this section and 
§ 1872.7 must be complied with. All 
leases should be on equitable terms and 
include full compensation for the lights 
and privileges granted. 

(a) Leases for agricultural and other 
purposes except minerals and naval 
stores. All except FH, SW. and ORE 
borrowers will be required to obtain FHA 
consent to lease real estate security for 
the purposes covered by this paragraph. 
The County Supervisor may give such 
consent by approving Form FHA-696, 
subject to the following conditions: 

(1) All or a portion of the security 
may be leased for agricultural purposes 
when foreclosure or voluntary convey¬ 
ance is pending and leasing is more ad¬ 
vantageous to the Government and the 
borrower, or circumstances beyond the 
borrower’s control, such as death in the 
family, poor health, or extreme weather 
conditions, temporarily prevent personal 
operation of the farm and the following 
requirements are complied with: 

(1) When the State Director has ap¬ 
proved foreclosure or voluntary convey¬ 
ance, Form FHA-435, “Lease of Security 
Property,” will be used and the entire 
proceeds will be applied on the FHA lien 
and/or any prior mortgage. 

(ii) Any lease entered into by the bor¬ 
rower will not be in effect for more than 
one year and consent to the lease will in 
no way affect the borrower's obligations 
or the FHA’s rights under the note, mort¬ 
gage, and any supplemental agreement. 

(ill) The farm will not be leased for 
more than two consecutive one-year 
periods without prior consideration by 
the National Office. 

(2) Small acreages of land or build¬ 
ings not essential to the successful op¬ 
eration of the farm may be leased for 
agricultural or other purposes except 
minerals and naval stores. When fore¬ 
closure or voluntary conveyance has 
been approved by the State Director, 
Form FHA-435 will be used and the en¬ 
tire proceeds will be applied on the FHA 
lien and/or any prior mortgage. 

(b) Mineral leases. All FHA borrow¬ 
ers will be required to obtain consent to 
any mineral lease of security. The 
County Supervisor, unless foreclosure or 
voluntary conveyance is pending, and 
the State Director are severally author¬ 
ized to execute Form FHA-696 giving 
FHA's consent to mineral leases and to 
execute such other instruments on behalf 
of FHA as may be necessary, under the 
following conditions: 


(1) The lessee agrees, in the lease or 
elsewhere, to pay adequate compensa¬ 
tion for any damage to the real estate, 
and the borrower and the lessee execute 
Form FHA-253, “Assignment of Income 
from Real Estate Security,” assigning 
such compensation to the FHA and 
agreeing to recognize the assignment. 

(2) The bonus and rental are at least 
equal to the minimums, if any, estab¬ 
lished in the state. Delay rentals and 
bonus payments may be assigned on 
Form FHA-253. 

(3) Royalty payments are assigned on 
Form FHA-253. 

(4) The lease, subordination, or con¬ 
sent form is prepared by or is acceptable 
to the Attorney in Charge. If stand¬ 
ard lease forms are acceptable, such 
forms may be prescribed for use. 

(c) Naval stores lease. All FHA bor¬ 
rowers will be required to obtain consent 
to any naval stores lease of security. The 
County Supervisor, unless foreclosure or 
voluntary conveyance is pending, and 
the State Director are severally author¬ 
ized to execute Form FHA-696 giving 
FHA consent to lease of naval stores and 
to execute such other instruments on 
behalf of FHA as may be necessary, if 
the lease requires operation consistent 
with approved naval stores practices in 
the community and FHA regulations, if 
any, in the state. 

§ 1872.6 Severance agreements. 

(a) When a borrower requests per¬ 
mission of FHA to obtain other financial 
assistance to construct or install farm 
facilities, such as grain storage, bulk 
milk tanks, and irrigation equipment, 
Form FHA-696 will be completed. The 
County Supervisor, if the transaction 
does not exceed $1,000, and the State 
Director are each authorized to give FHA 
consent by executing Form FHA-696 and 
any necessary severance agreements if it 
is determined that (1) the facility to be 
constructed or installed 1s not in excess 
of the borrower's needs based on the nor¬ 
mal production or requirements of the 
farm, and (2) the financing arrange¬ 
ments are sound and proper and will not 
adversely affect the orderly payment of 
the FHA indebtedness or adversely affect 
the FHA's security position. The Attor¬ 
ney in Charge will be requested to pre¬ 
pare or review the severance agreement 
and, where necessary, issue closing 
instructions. 

(b) The County Supervisor is author¬ 
ized to execute severance agreements on 
behalf of the FHA as a real estate lien¬ 
holder when such agreements are re¬ 
quired by § 1841.8(a) (8) of this chapter 
and by the State Director pursuant to 
§ 1842.2<n) of this chapter. 

(Order of Acting See. of Agric., 19 FR. 74. 
22F.R. 8188) 

§ 1872.7 Disposition of proceed* of par¬ 
tial release, subordination, and con¬ 
sent transactions. 

(a) Payment on FHA account or prior 
lien or use for farm development or en¬ 
largement. Proceeds from the sale or a 
portion of the farm, the granting of an 
easement or right-of-way, royalties an 
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damage compensation under mineral 
leases, the sale of timber managed on 
other than a sustained-yield basis, naval 
stores production not managed by or 
under the supervision of the borrower, 
and all similar transactions will be either 
paid on the prior lien, applied as an extra 
payment on the FHA loan as provided in 
Subpart A of Part 1861 of this chapter, 
used as provided in § 1872.3 (c), (d), or 
(e), or used for replacement or repair of 
damages for which compensation was 
paid. 

(b) Regular farm income. Proceeds 
from leases for agricultural and other 
purposes except minerals and naval 
stores, bonuses and rentals under min¬ 
eral leases, proceeds from the sale of 
timber managed on a sustained-yield 
basis or from naval stores production 
managed by or under the supervision of 
the borrower, compensation to the bor¬ 
rower for labor or services in cutting, 
loading, and hauling of security, and all 
similar transactions will be considered 
as regular farm income. 

(c) Assignment. Any proceeds to be 
paid to FHA subsequent to the time of 
closing the transaction will be assigned 
to FHA by the use of Form FHA-253 or 
other assignment form approved by the 
Attorney in Charge. 

§ 1872.8 Actions l>r FHA fop account of 
borrower, including advances for 
preservation of security or protection 
of lien. 

When necessary to protect the interest 
of FHA, action will be taken by FHA for 
the account of the borrower as provided 
in this section. Any other action neces¬ 
sary to protect the interest of FHA will 
be taken with the advice of the Attorney 
in Charge. Advances made for such pur¬ 
poses will be charged to the borrower’s 
account. 

(a) Operation of security by lessee or 
caretaker. When necessary to protect 
the security interest of FHA and ap¬ 
proved by the State Director, the County 
Supervisor will enter into a lease or care¬ 
taker's agreement for the account of the 
borrower on the best terms obtainable 
for periods not to exceed one year each 
or. without prior consideration by the 
National Office, two consecutive one-year 
terms. Such agreements will not be used 
as an alternative for, or as a means of 
delaying, prompt liquidation of the loan. 
Lease agreements will be entered into on 
Form FHA-435. Caretaker’s agreements 
will be entered into on Form FHA-529, 
‘Caretaker’s Agreement (Real Property 
Only) ” 

(b) Taxes and assessments. Real es¬ 
tate taxes and assessments will be han¬ 
dled in accordance with §§ 1863.1 through 
1863.3 of this chapter. 

**> Insurance. For FO. SW. FH, and 
°RE loans, property insurance will be 
required and serviced in accordance with 
i,* 1806.1 through 1806.6 of this chapter. 
f° r other FHA loans secured by liens on 
*®*1 estate, property insurance will be 
ootalned and serviced in accordance with 
for the kind of loan 

(d) Maintenance. Where repairs are 
ecessary to protect the security from 


damage or deterioration and to protect 
the financial interest of FHA, the State 
Director may authorize such repairs if 
they are fully justified and properly 
documented on Form FHA-643, “Farm 
Development Plan.” Such repairs will 
be authorized only in emergency situa¬ 
tions and usually will be authorized only 
in connection with liquidation which is 
pending or in process. If a prior lien is 
involved, such expenditures for main¬ 
tenance wfil not be made unless the prior 
lienholders refuse to make them. 

§ 1872.9 Actions by third parties which 
affect security, 

(a) Borrower's responsibility. The 
borrower will be expected to protect his 
own interest in condemnation, trespass, 
and other cases affecting the security, 
and to report to the County Supervisor 
the complete facts concerning any action 
taken by third parties which may affect 
the security. 

(b) Sale under prior lien foreclosure. 
When a prior lien foreclosure sale is to be 
held, the State Director may authorize 
a bid in accordance with § 1872.15(b) (7) 
provided the State Director determines 
that a substantial net recovery can be 
made upon resale of the security. An 
insured loan will be assigned to FHA 
in sufficient time before the foreclosure 
sale to enable FHA to protect its interest. 
If the amount of the prior llen(s) ex¬ 
ceeds $25,000, the prior concurrence of 
the National Office will be obtained be¬ 
fore a bid on behalf of FHA is authorized 
by the State Director. 

(c) Foreclosure sale subject to FHA 
mortgage. If a lien junior to the FHA 
lien is foreclosed and the property is sold 
subject to the FHA mortgage, the ac¬ 
count will be transferred under § 1872.13 
or liquidated. 

§ 1872.10 Dcceawd borrowers. 

Deceased borrower cases will be han¬ 
dled in accordance with the policy out¬ 
lined In Subpart B, Part 1871 of this 
chapter for such cases. 

§ 1872.11 Bankruptcy ami insolvency. 

Bankruptcy and insolvency cases will 
be handled in accordance with the policy 
outlined in Subpart B. Part 1871 of this 
chapter for such cases, except that when 
real estate security is released from 
bankruptcy or insolvency action to FHA, 
the State Director will not approve con¬ 
tinuation with the borrower until con¬ 
currence of the National Office is 
obtained. 

§ 1872.12 Liquidation action. 

(a) Policy and methods. When it is 
determined with the advice of the County 
Committee and the Area Supervisor that 
liquidation is necessary because further 
servicing action will not accomplish the 
objectives of the loan or for other rea¬ 
sons, liquidation of the account (s) will 
be accomplished as expeditiously as pos¬ 
sible by one of the following methods: 

(1) Immediate payment of the loan in 
full by refinancing, sale of the property 
outside of the program, or otherwise; 

(2) transfer of the account; (3) volun¬ 
tary conveyance of the security to the 


Government; or (4) foreclosure. If the 
Borrower is willing to convey the security 
to the Government or transfer the ac¬ 
count in accordance with 5 1872.13 and 
the County Supervisor and County Com¬ 
mittee recommend such action, Forms 
FHA-411, “Offer to Convey Security. 1w or 
FHA-922, “Transfer of Real Estate Secu¬ 
rity,” as appropriate, will be completed. 
In all cases other than payment in full, 
voluntary conveyance, or transfer the 
County Supervisor will submit to the 
State Director Form FHA-506. “Report 
on Real Estate Problem Case,” showing 
the County Committee’s and County 
Supervisor’s recommendations. When a 
borrower is indebted to FHA for more 
than one type of loan, a thorough study 
should be made of each loan involved 
and the effect liquidation of one or more 
of the loans would have on any other 
loans involved. When liquidation of one 
or more loans is necessary and it will 
jeopardize the accomplishment of the 
purpose of other loans involved, all the 
FHA loans should be liquidated if legally 
possible. Under such conditions, ordi¬ 
narily the loans secured by real estate 
mortgages will be liquidated simultane¬ 
ously and if chattel security is involved, 
the liquidation of the two types of secu¬ 
rity will be co-ordinated. However, the 
chattel security will be liquidated in ac¬ 
cordance with Subpart B, Part 1871 of 
this chapter unless it is to be transferred 
in accordance with § 1872.13. 

(b) Failure to live on and personally 
operate farm. Any FO borrower who. 
without consent, does not live on and 
personally operate his farm is violating 
his agreement with FHA. Such a bor¬ 
rower will be informed of this violation. 
If the borrower will not live on and 
operate the farm in accordance with his 
agreement or promptly pay the loan in 
full, the County Supervisor will report 
the case to the State Director on Form 
FHA-506. The State Director will either 
take further action to have the borrower 
comply with such agreements or will pro¬ 
ceed to liquidate the loan. 

(c) Execution of instruments by 
County Supervisor. If an account is to 
be liquidated by any method other than 
immediate payment of cash to pay the 
account in full, the State Director is au¬ 
thorized to approve such action. After 
such approval, the County Supervisor 
will take appropriate action and execute 
all necessary instruments for completion 
of the transaction except as otherwise 
provided in this part. 

(d) Release of lien. When mortgaged 
real estate securing an EM, SL. or OL 
loan is sold for its present market value, 
all the proceeds are applied on the mort¬ 
gage debts in accordance with their re¬ 
spective priorities, and the secured FHA 
account is paid in part but not in full, 
the lien(s) on the real estate in favor of 
FHA may be released by the State Di¬ 
rector or the County Supervisor, upon 
prior approval of the National Office, on 
Form FHA-99 or on similar forms ap¬ 
proved by FHA. 

§ 1872.13 Transfer of loan accounts. 

(a) Sale of security. Borrowers should 
be encouraged to discuss any proposed 
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sale of FHA real estate loan security 
before firm agreements have been 
reached with purchasers. If the terms 
of the proposed sale would not result 
in the FHA account being paid in full 
at the time of sale, the County Super¬ 
visor should explain thoroughly the re¬ 
quirements of this part regarding such 
transactions. If real estate security, 
including water rights, is sold and the 
mortgage requires FHA consent to the 
sale and the FHA debt is not transferred 
by assumption agreement, FHA consent 
will not be given and the account will be 
liquidated. 

(b) Authority . The State Director is 
authorized to approve the transfer of 
FHA accounts by assumption agreement 
with or without release of personal 
liability, including FO cases which in¬ 
volve the sale of the farm within less 
than five years from the date of the 
initial FO loan. Proposed transfers by 
assumption agreement will be submitted 
to the National Office for review prior 
to approval whenever (1) the FHA debt 
being assumed and other liens against 
the security being transferred total more 
than $25,000, (2) the proposed transfer 
will result in the transferee being in¬ 
debted to the FHA on all types of loans 
for more than $50,000, or (3) the pro¬ 
posed transfer will result in the trans¬ 
feree being indebted for more than 
$15,000 for OL loans, $25,000 for SW 
loans, or $25,000 for EM loans. 

(c) Transfer of loan accounts by Form 
FHA-97, “Assumption Agreement* 9 —a) 
General . The following requirements 
will apply whenever an FHA borrower 
sells real estate which is security for an 
FHA loan(s) and the loan account(s) 
is transferred by assumption agreement. 

(i) Title to all real estate security, 
including water rights, for the FHA 
account (s) must be conveyed to the 
transferee not later than the date of the 
assumption agreement. However, in 
case of EM, SL, FH, or SW security 
which involves a large tract of land or 
more than one farm, upon approval of 
the National Office, the security may be 
transferred in separate parcels to differ¬ 
ent transferees or only a portion of the 
real estate may be transferred. 

(ii) When the account(s) is secured 
by both chattel and real estate, all the 
security must be transferred to the trans¬ 
feree. or the chattel security must be 
sold or liquidated prior to transfer of 
the account (s) except that in case of 
EM or SL loans, the real estate security 
may be transferred without transfer or 
liquidation of the chattel security upon 
prior approval of the National Office. 

(iii) When the full amount of the 
FHA debt is assumed, there must be no 
liens. Judgments, or other claims against 
the security which are Junior to any FHA 
liens being assumed unless the State 
Director, with the advice of the Attorney 
in Charge, determines that such liens. 
Judgments, or claims will not adversely 
affect the Government’s security interest 
or impair the transferee's ability to pay 
the FHA debt. 

(iv) When less than the full amount 
of the FHA debt is being assumed, there 
must be no liens, judgments, or other 


claims against the security junior to 
the FHA debt being assumed. 

(v) The interest rate on each FHA 
debt being assumed will remain un¬ 
changed except as provided in subpara¬ 
graph (4) of this paragraph. 

(vi) An initial or subsequent loan 
for which the transferee is eligible may 
be made in connection with a transfer 
subject to the policies and procedures 
governing the kind of loan being made. 
Loan funds may not be used for the pay¬ 
ment of equity, except that FO loan 
funds may be so used when the transfer 
will result in a family-type farm or is 
made to a qualified disabled veteran. 

(vii) If any equity payment is in¬ 
volved in a case where the transfer 
would be made for less than the full 
amount of the FHA debt, such transfer 
may not be made unless all or a portion 
of the equity payment up to the amount 
of the FHA debt not to be assumed is 
first applied on the FHA lien or prior 
liens. Any balance of an equity pay¬ 
ment in such a case and any equity pay¬ 
ment in all other cases should, whenever 
possible, be applied to the FHA debt(s) 
secured by real estate except that, if the 
FHA real estate debt(s) is adequately 
secured, such equity payment should be 
applied to any other debts of the trans¬ 
feror that are not adequately secured. 

(viii) If he is financially able, the 
transferee will make a down payment on 
the FHA secured debt and such down 
payment should be made prior to or at 
the time of closing the transaction. 

(2) Transfer of direct loans to eligible 
applicants—( i) FO loans on family - 
type farms . In determining whether a 
direct FO loan should be classified as 
"family-type,” the County Supervisor 
will consider the definition of a "family- 
type” farm in Part 1821 of this chapter 
and the manner in which the farm will 
be operated. In order for security for a 
direct FO loan to be transferred as or to 
create a family-type farm, it must be 
transferred either to an applicant eligi¬ 
ble for an FO loan under Part 1821 of this 
chapter and subject to the policies 
thereof or to an ineligible transferee 
under the conditions prescribed in sub- 
paragraph (4) of this paragraph. Ordi¬ 
narily, the transferee will be required to 
assume the full amount of the unpaid 
balance of the FHA secured debt unless 
the fair and reasonable value of the 
farm as certified by the County Commit¬ 
tee is less than the FHA debt plus any 
prior lien. In the latter case, the trans¬ 
feree will assume that portion of the 
FHA secured debt which when added to 
any prior lien against the farm equals 
the fair and reasonable value of the farm, 
with the following exception. When the 
present market value of the farm is such 
that a transfer at its fair and reasonable 
value would result in a substantial loss 
to the Government, the loan will be 
transferred at the present market value 
of the farm as determined in subdivision 
(ii) of this subparagraph, unless the 
transferee does not have the necessary 
debt-paying ability or cannot accomplish 
essential farm development from his own 
resources and a loan Is necessary. If 
in the latter event it appears to be to the 


best interest of the FHA to transfer the 
loan at less than the present market 
value of the farm, but not less than its 
fair and reasonable value, rather than 
foreclose, the State Director will send 
his recommendation and justification for 
such a transfer along with the transfer 
docket to the National Office for review 
prior to approval. 

(ii) Other loans. For other type loans 
to be transferred, the transferee must 
meet the following eligibility require¬ 
ments: 

(a) Be a citizen of the United States, 
except in the case of an EM or SL loan, 
and have legal capacity to contract for 
the debt. 

(b) Be without resources on his own 
account to purchase the real estate and 
pay the FHA loan in full and be unable 
to obtain the necessary credit from other 
sources upon terms and conditions which 
he could reasonably be expected to fulfill. 

(c) Possess the character, ability, and 
experience necessary to carry out the 
undertakings and obligations required of 
him in connection with the transfer. 

(d) Be a bona fide farmer, rancher, or 
stockman after the transfer is made, ex¬ 
cept that in FH and SW cases the trans¬ 
feree will not be required to be a bona 
fide farmer but preference will be given 
to applicants who will be primarily en¬ 
gaged in farming and will need the land 
and buildings in their farming opera¬ 
tions. 

( e ) Not be indebted, after the transfer 
is made, on OL, SW, SE, or Orchard loans 
in excess of the applicable total prin¬ 
cipal indebtedness limitations for such 
loans. 


The transferee will be required, under 
the assumption agreement, to comply 
with all the covenants of the mortgage 
securing the debt being assumed, includ¬ 
ing, in the case of an FO loan, the cove¬ 
nant to live on as well as operate the 
farm. In transfers to eligible applicants 
of loans which are not FO loans on fam¬ 
ily-type farms, the transferee will as¬ 
sume the full amount of the unpaid 
balance of the secured FHA debt(s) un¬ 
less the present market value of the 
property is less than such FHA debt (6) 
plus any prior lien(s). In the latter case 
he will assume that portion of such FHA 
debt(s) which when added to any prior 
lien(s) equals the present market value 
of the security as determined by the State 
Director on the basis of a present marke. 
value appraisal and the recommendation 
of the County Committee. 

(iii) Payment terms. The assumption 
agreement will provide for the trans¬ 
feree to pay the assumed FHA indebted¬ 
ness in accordance with the payment 
schedule (s) of the existing note(s) unless 
the facts justify reamortization. The 
account, including all or part of any 
delinquencies to the extent necessary, 
may be reamortized by shortening o 
lengthening the remainder of the pay¬ 
ment period to make it commensurate 
with the transferee’s capacity to pay. 
The payment period after the date of W 
transfer may not be longer than the r - 
lowing for each kind of loan: OL, EM* 
and SL 7 years; FH 33 years; FO 
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years; SW 20 years. All delinquencies, 
except any Included In a reamortization, 
will be paid by the time the transfer la 

closed. 

(3) Transfer of insured loans to eli¬ 
gible applicants. Any insured loan ac¬ 
count may be transferred by assumption 
agreement provided: 

U) The transferee is eligible for a 
family-type FO loan under Part 1821 of 
this chapter or, in case of less than 
family-type FO or any insured SW loan, 
meets the eligibility requirements of sub¬ 
division (ii) of this subparagraph. 

(ID When the note is not held by FHA 
or the United States as trustee of an 
SRRC, the holder’s prior consent is 
obtained. 

Oil) All obligations of the note (ex¬ 
cept any down payments made by the 
transferee) and the related mortage (in¬ 
cluding charges connected with the in¬ 
surance of the loan) are assumed with¬ 
out change in the payment schedule of 
the note, except that the repayment 
schedule may be changed upon justifica¬ 
tion and prior approval of the National 
Office. 

(iv> Unless otherwise authorized by 
the National Office, any delinquent 
amounts due the loan insurance account 
are paid at or prior to the transfer. 

(v) If the farm also is security for a 
direct FHA loan, the transferee also 
will assume the direct loan. 

(4) Transfer of direct loans to in¬ 
eligible applicants. If a direct loan bor¬ 
rower sells the real estate security to a 
person (s) who is not eligible under sub- 
paragraph (2) (i) or (ii) of this para¬ 
graph and the mortgage securing the 
loan requires the consent of FHA to the 
transaction, it will be the policy not to 
give such consent but immediately liqui¬ 
date the account unless the State Direc¬ 
tor determines that it is to the best 
financial interest of FHA to permit 
assumption of the account. In the latter 
event the State Director may consent to 
the transfer by assumption agreement 
provided: 

(i) The transferee assumes the entire 
outstanding FHA real estate indebted¬ 
ness less any amount he pays on the FHA 
secured debts in connection with the 
transfer or an amount of such FHA 
debt(s) which when added to any prior 
lien(s) equals the present market value 
of the security as determined by the 
State Director on the basis of a present 
market value appraisal and the recom¬ 
mendation of the County Committee. 
Whenever practicable, the payment made 
by the transferee will be at least 20 per¬ 
cent of the debt(s) assumed, calculated 
before such payment. 

(ii> The balance of the FHA debt 
assumed is scheduled for repayment in 
pual annual principal installments with 
interest at 5 percent per annum within 
the shortest period consistent with the 
transferee’s ability to pay but in no case 
more than 5 years. 

f , The transferee has ability to pay 
the FHA debt in accordance with the 
assumption agreement and the legal 
capacity to assume the obligations of the 
note and mortgage by entering into the 
assumption agreements. 


(iv) The County Committee finds that 
the transferee will honestly endeavor to 
make payments In accordance with the 
assumption agreement, maintain the 
security property, and carry out his 
other obligations in connection with the 
loan. 

(v) The transfer will not adversely 
affect the FHA program in the area. 

(5) Insured loans and ineligible appli¬ 
cants. Insured loans will not be trans¬ 
ferred to ineligible applicants unless 
prior approval of the National Office 
is obtained. 

(d) Consent of FHA not required to 
transfer. Where the FHA mortgage(s) 
does not require the Government’s con¬ 
sent to the sale of the farm (this in¬ 
cludes mortgages taken as security for 
some OL. EM, and WF loans, as well as 
FH mortgages prepared before October 
1, 1950) and the borrower conveys or 
proposes to convey the farm to a person 
who is ineligible or unwilling to assume 
the FHA debt in accordance with para¬ 
graph (c) of this section, the Govern¬ 
ment will not consent to the sale. If 
the loan is not in default or the State 
Director determines that definite, satis¬ 
factory arrangements have been made 
for the purchaser to remove any default 
promptly, the borrower’s billings, cor¬ 
respondence, and notices concerning the 
account will be sent to the purchaser at 
his address. If the loan is in default and 
the State Director finds that the default 
is not likely to be corrected, the account 
will be liquidated. 

(e) Release of transferor from li¬ 
ability. When real estate security for 
an FHA loan is transferred to an appli¬ 
cant who is eligible under paragraph (c) 

(2) or (3) of this section, it will be the 
policy to release the borrower from per¬ 
sonal liability to the Government 
provided: 

(1) The County Committee makes the 
appropriate certification and recom¬ 
mendations prescribed in paragraph (f) 
of this section. 

(2) The transferor does not have as¬ 
sets from which the FHA could make 
substantial recovery. 

(f) Processing transfer by assumption 
of indebtedness —(1) Transfer docket. 
The docket will include transferor’s 
financial statement and, when the trans¬ 
fer is being made to an eligible trans¬ 
feree. Form FHA-197, “Application for 
FHA Services,’’ and. when applicable. 
Forms FHA-14, FHA-14A, FHA-404, 
“Supplementary Payment Agreement.” 
and FHA-643. When an initial or sub¬ 
sequent loan is being made, the docket 
also will include any additional forms re¬ 
quired by the applicable regulation. 

(2) Refund of unused funds. Unex¬ 
pended funds in the supervised bank ac¬ 
count will be applied as a refund unless 
FO, FH, SW, or EM security is involved 
and the funds are needed for completing 
planned farm development. 

(3) Collections and receipts. (i) 
After receipt by the County Supervisor 
of a statement of account from the Fi¬ 
nance Office, collections on the indebt¬ 
edness to be assumed by the transferee 
(not including any payments to be made 
to reduce the amount of the debt to be 


assumed) will be made in the names of 
the transferor and transferee and trans¬ 
mitted to the Finance Office to be held in 
suspense until the transfer is consum¬ 
mated. Form FHA-37, “Receipt for 
Payment,” will be issued to: “Transfer 
in process of farm owned by (borrower’s 
name and case number) to be trans¬ 
ferred to (name of transferee and case 
number, if any).” In such a case the 
original receipt will be given to the party 
making the payment. 

(ii) Payments made to FHA by the 
transferee or transferor as a prerequisite 
to the transfer will be collected on or be¬ 
fore the date the transfer is closed and 
applied on the transferor's account, 
thereby reducing the amount to be as¬ 
sumed. The receipt will be completed 
in the same manner as any other receipt 
in connection with a transfer, the name 
of the one making payment will be in¬ 
serted on the receipt as the source of 
the remittance, and the original receipt 
will be given to him. 

(iii) When a payment is due on the 
assumption agreement shortly after the 
transfer is completed, such a payment 
should, if possible, be collected at the 
time of transfer and remitted in the 
name of the transferee. 

(4) Farm and home plans and finan¬ 
cial statements. When the transfer in¬ 
volves an ineligible transferee, Form 
FHA-14 will be used with Tables A and 
J being completed in the same manner 
as for any other borrower but other 
tables and portions of the Form will be 
completed only to the extent necessary 
to determine the debt-paying ability of 
the transferee and to give sufficient in¬ 
formation for completing Table J. When 
a transfer is to be made to an eligible 
applicant and a release of liability is in¬ 
volved, a current financial statement of 
the transferor will be obtained. 

(5) County Committee recommenda¬ 
tion and certification. For FO loans 
transferred as family-type FO units 
when the County Committee recom¬ 
mends a release of the transferor from 
liability, one of the applicable state¬ 
ments in subdivision (i) of this subpara¬ 
graph will be added as item 6 of Form 
FHA-491. For FO loans being trans¬ 
ferred not as family-type FO units, Form 
FHA-121, “County Committee Certifica¬ 
tion,” will be used and for such loans 
and SW and FH loans involving a release 
of liability, one of the applicable state¬ 
ments shown in subdivision (i) of this 
subparagraph will be added as item 4 of 
Form FHA-121. For all other loans, a 
memorandum statement will be prepared 
to include the information required in 
subdivision (ii) of this subparagraph 
and will be attached to the transferee’s 
application. 

(i) Committee recommendation. 
When the transfer by assumption is 
being made to an eligible transferee, a 
release of the transferor (s) from per¬ 
sonal liability will be contingent upon 
the County Committee making one of the 
following recommendations. If the 
transferee is assuming the full amount 
of indebtedness, the following will be 
used: “The value of the security prop¬ 
erty of (names of all transferors) is not 
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less than the indebtedness against it and 
in our opinion the transferors do not 
have any assets from which the Farmers 
Home Administration could make a sub¬ 
stantial recovery. Therefore, we recom¬ 
mend that transferors be released from 
personal liability upon assumption of the 
full indebtedness by the transferees.” 
If the transferee is assuming less than 
the full amount of the outstanding in¬ 
debtedness, the following will be used: 
“(names of transferors), in our opinion, 
do not have any assets from which the 
Farmers Home Administration could 
make a substantial recovery. They have 
cooperated in good faith, farmed in a 
workmanlike manner, used due diligence 
to maintain the security against loss, and 
otherwise fulfilled the covenants inci¬ 
dent to their indebtedness to the best of 
their abilities. Therefore, we recom¬ 
mend that transferors be released from 
personal liability.” 

(ii) Memorandum statement . When 
Forms FHA-491 and FHA-121 are not 
applicable and the transfer is being made 
to an eligible applicant, the transfer will 
be contingent upon the Committee mak¬ 
ing the following recommendations: “In 
our opinion, the transferee (Name of 
transferee) will honestly endeavor to 
make payments in accordance with the 
assumption agreement, maintain the se¬ 
curity, and carry out all undertakings 
and obligations required of him under 
the proposed assumption of indebtedness. 
We find that this applicant is without 
resources on his own account to purchase 
the security being transferred and pay 
the Farmers Home Administration loan 
in full and that he is unable to secure 
the necessary credit from other sources 
upon terms and conditions which he 
could reasonably be expected to fulfill. 
Therefore, we recommend the transfer.” 
When the transfer is to be made to an 
ineligible applicant, only the first and 
last sentences of the foregoing quoted 
statement will be required. 

(6) Property insurance. The trans¬ 
feree will obtain property insurance in 
accordance with the insurance require¬ 
ment for the loan(s) involved at the time 
of the transfer unless the approval offi¬ 
cial requires additional insurance as a 
condition of approval. The insurance 
company will be notified by the County 
Supervisor immediately after completion 
of the transfer. 

(7) Title clearance and legal services. 
The Attorney in Charge will issue clos¬ 
ing instructions in connection with all 
transfers where such closing instructions 
are required in accordance with this sec¬ 
tion. The State Director, with the advice 
of the Attorney in Charge, will deter¬ 
mine whether title clearance and loan 
closing will be accomplished by the At¬ 
torney in Charge with the assistance of 
the designated or other local attorney, 
title insurance company or a combina¬ 
tion thereof, or other method. 

(i) In case of the transfer of an FO, 
FH, or SW (not coded J) loan or when 
such a loan is being made in connection 
with a transfer, § 1872.3 will be appli¬ 
cable. 

(ii) For all other kinds of loans being 
transferred, title clearance and loan 
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closing services will not be required un¬ 
less the approval official with the advice 
of the Attorney in Charge determines 
that such services are needed in order to 
maintain the Government’s security 
position or for other reasons. In such a 
case, the title clearance and loan closing 
services will be accomplished in the same 
manner as outlined in subdivision (i) of 
this subparagraph. If other than an 
FHA mortgage is involved which requires 
the mortgagee’s consent to the transfer, 
it will be obtained. 

(8) Assumption agreement, release 
Irom personal liability, receipts. Form 
FHA-97 and, when applicable, Form 
FHA-437, “Release from Personal Lia¬ 
bility,” and Form FHA-37 will be com¬ 
pleted and executed simultaneously with 
closing of the transaction. The original 
(signed copy for insured loan) Form 
FHA-97 and, when applicable. Form 
FHA-37, and a signed copy of Form 
FHA-437 will be retained by FHA. The 
original Form FHA-437 w T ill be given to 
the borrower. In case of an insured 
loan, the executed original of Form FHA- 
97 will be sent to the holder of the note. 

(9) Transfer of unused farm develop¬ 
ment funds. Any remaining funds in 
the transferor’s supervised bank account 
to ]?e used for farm development work 
will be transferred to the transferee’s 
supervised bank account simultaneously 
with the closing of the transfer. 

§ 1872.14 Voluntary conveyance of se¬ 
curity to FHA. 

(a) Authority. The State Director, 
subject to the policies outlined in this 
section, is authorized to approve a volun¬ 
tary conveyance with or without release 
of personal liability. 

(b) Other real estate liens. In case of 
voluntary conveyance of security to FHA, 
real estate liens (except the taxes and 
assessments which are to be advanced 
by FHA under Form FHA-411) held by 
other creditors must be satisfied by the 
borrower without FHA assistance. 

(c) Processing. When a borrower of¬ 
fers to convey his property to the FHA in 
full or partial satisfaction of his indebt¬ 
edness and agrees to carry out all the 
conditions contained in Form FHA-411, 
the form will be completed and he will 
signify his agreement by signing the 
form. A warranty deed on a form ap¬ 
proved by the State Director will be re¬ 
quired and, whenever possible, completed 
and signed simultaneously with Form 
FHA-411; however, it will not be re¬ 
corded until closing of the transaction. 
Also, if water rights involved are not 
fully conveyed in the warranty deed, any 
necessary assignments or transfers of 
water stock or membership certificates 
or other water right title documents re¬ 
quired by the Attorney in Charge will 
be obtained simultaneously with the ex¬ 
ecution of Form FHA-411 whenever pos¬ 
sible but not later than the execution of 
the deed, and will be recorded, if neces¬ 
sary or appropriate, in connection with 
closing the transaction. When the 
borrower executes Form FHA-411, a pre¬ 
liminary determination will be made by 
the County Supervisor as to whether the 


property constitutes a family-type farm 
as defined in Part 1831 of this chapter. 

(1) Acceptance of offer. When the 
offer provides for a credit to be allowed 
on the account equal to the value of the 
security as determined by FHA, the State 
Director will immediately accept the 
offer subject to the conditions outlined 
in Form FHA-411, irrespective of the 
value of the security. If the offer pro¬ 
vides for full satisfaction of all FHA 
debts secured by the real estate, it will 
be accepted if and when it is determined 
that the security will satisfy the debt 
or that the borrower will be released 
from personal liability for the deficiency. 
If the offer to convey in full satisfaction 
cf such debts is not acceptable, it will be 
returned and an attempt made to obtain 
an offer to convey for a credit equal to 
to the value of the security. When the 
8tate Director decides to accept an offer 
to convey security connected with an 
insured loan, action will be taken to have 
the insured loan assigned to FHA. 

(2) Borrower's financial statement . 
When a voluntary conveyance involves a 
release of liability, a current financial 
statement of the borrower will be 
obtained. 

(3) Appraisals. When an FO loan is 
involved, appraisal reports for family- 
type farms will show the normal earning 
capacity value and present market value 
based on present condition of the farm. 
For all other property, the appraisal re¬ 
port will show the normal market value 
and the present market value based on 
present condition of the property. 

(4) County Committee's certification 

and recommendation. For each farm to 
be voluntarily conveyed, the County 
Committee will make in memorandum 
form the following certification: “We 
certify that the fair and reasonable value 
of (Name of borrower(s)) property to 
be voluntarily conveyed in its present 
condition is $_, based upon its (In¬ 

sert as appropriate either normal earn¬ 
ing capacity value or normal market 
value).” When the amount to be cred¬ 
ited to the borrower's account is less than 
the FHA debt, and the County Commit¬ 
tee recommends a release of personal 
liability, the following will be added to 
the above certification: “We further cer¬ 
tify that in our opinion (Name of bor¬ 
rower (s) ) does not have any assets from 
which the Farmers Home Administra¬ 
tion could make substantial recovery on 
the deficiency, has cooperated in good 
faith, fanned in a workmanlike manner, 
used due diligence to maintain the se¬ 
curity against loss, and otherwise ful¬ 
filled the covenants incident to his in¬ 
debtedness to the best of his abilities; 
and we recommend that the borrower (s) 
be released from personal liability uix>n 
acceptance of title to the security prop¬ 
erty by the Farmers Home Administra¬ 
tion.” 

(5) Determining the value of real es¬ 
tate to be conveyed. The value of real 
estate security offered to be conveyed to 
FHA will be determined by the State 
Director. Farms which are suitable as 
family-type should have values estab- 
lished based upon their sale to applicants 
eligible for family-type FO loans; how- 
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ever, if it appears that a substantially 
higher price can be obtained by sale as 
surplus on the basis of present market 
value, the present market value should 
be used as a basis for establishing the 
value. The value of all property other 
than that considered suitable for family- 
type farms will be the estimated sale 
value based on present market value and 
terms of 20 percent down with the bal¬ 
ance payable annually in five equal in¬ 
stallments of principal plus interest at 
5 percent per annum. In determining 
the estimated sale value of any property, 
the State Director will consider the rec¬ 
ommendation of the County Committee. 

(6) Obtaining statement of account 
and refunding unused loan funds. Any 
funds remaining in the supervised bank 
account will be applied as a refund. 

(7) Title examination and closing in¬ 
structions. Upon acceptance of the bor¬ 
rower’s offer, title examination will be 
accomplished in accordance with § 1807.3 
of this chapter, and the State Director, 
with the advice of the Attorney in Charge, 
will determine whether title clearance 
will be accomplished by the Attorney in 
Charge with the assistance of the desig¬ 
nated attorney, other local attorney, title 
insurance company, or combination 
thereof, or by other method. Any addi¬ 
tional title defects and encumbrances 
will be removed by the borrower except 
those recited in the FHA mortgage or 
subsequently approved by FHA. 

(8) Closing of conveyance. The con¬ 
veyance transaction will be closed in ac¬ 
cordance with closing instructions issued 
by the Attorney in Charge. When an in¬ 
sured loan is involved, the transaction 
will not be closed until the assignment of 
the insured loan to FHA is completed. 
In all cases title to the property con¬ 
veyed will vest in FHA when, and not 
before, the deed to it is recorded. If an 
oral lease of the farm or a portion of the 
farm exists, it will be reduced to writing 
on Form FHA-435. 

(9) Credit on indebtedness. The credit 
allowed on the account will be either the 
value of the real estate conveyed as de¬ 
termined in accordance with subpara¬ 
graph (5> of this paragraph or the total 
amount of the indebtedness owed on the 
account after all expense items have been 
charged thereto, whichever is less. 

(i) Satisfied account. The Finance 
Office will stamp the borrower’s note 
“satisfied by surrender of security” when 
the credit allowed as the value of the 
farm satisfies the indebtedness in full, 
or “satisfied by surrender of security and 
release from liability” when the borrower 
" be released from personal liability 

m any d ® ficie ncy. The stamped note 
will be delivered to the borrower. 

(ii) Unsatisfied account. Where the 
account is not fully satisfied, it will be 
classified as collection-only and serviced 

iocf^ cordance with $§ 18611 through 
1861,9 of this chapter. 

§ 1872.13 Foreclosure by FHA. 
Foreclosure action will be instituted in 
case when liquidation has been 
cided upon and foreclosure is deter- 
“Uned to be the most practicable method 
1 ll( * ulc lation by which the interest of 
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FHA can be protected, or failure to fore¬ 
close would adversely affect the FHA 
program in the area, and a substantial 
net recovery can be obtained on the FHA 
account(s). (If these requirements can¬ 
not be met under the circumstances 
existing when foreclosure is first con¬ 
sidered but conditions change so that the 
requirements can be met at a later date, 
foreclosure will be instituted at a later 
date.) When there is a prior lien in de¬ 
fault and the State Director determines 
that foreclosure is necessary, the prior 
lienholder will be given an opportunity 
to institute the foreclosure proceedings, 
with FHA taking whatever action is nec¬ 
essary to protect its interest. If the 
prior lienholder is unable or unwilling 
to institute the foreclosure, FHA will 
institute foreclosure proceedings jubject 
to the prior lien, if feasible. Whether 
foreclosure of the FHA mortgage will be 
subject to the prior lien will depend upon 
such factors as the state law, the action 
or inaction of the prior lienholder, the 
condition of the prior lien account, the 
amount of the prior lien debt in relation 
to the debt, and other factors. After 
issuance of the acceleration notice, ac¬ 
count and security servicing action will 
be taken only with the advice of the At¬ 
torney in Charge. 

(a) Authority. The State Director is 
authorized to approve foreclosures and 
to execute any necessary documents. 
After such approval, the County Super¬ 
visor will take appropriate action and 
is authorized to execute all necessary 
forms except as otherwise provided in 
this section. 

(b) Actions after approval of fore¬ 
closure. When foreclosure action is ap¬ 
proved, steps will be taken to consum¬ 
mate the foreclosure as follows: 

(1) Unused loan funds. Any funds 
remaining in the supervised bank ac¬ 
count will be returned for credit on the 
account. 

(2) Assignment of insured mortgage. 
In case of an insured FO raortgage held 
by the lender after the State Director 
approves foreclosure, the Finance Office 
will have the note and mortgage assigned 
to FHA in accordance with Part 1875 of 
this chapter. 

(3) Cancellation of foreclostire action. 

When it has been determined that fore¬ 
closure is warranted and the circum¬ 
stances change which, in the opinion of 
the State Director or County Supervisor 
and County Committee, make liquidation 
of the account unnecessary, the State Di¬ 
rector may stop the action and reinstate 
the account. If the action is stopped, 
the borrower will be so informed. 

(4) Deficiency judgment. Wherefore- 
closure action does not automatically re¬ 
sult in a deficiency Judgment and there 
are other assets from which substantial 
recovery can be made, the Attorney in 
Charge will be requested by the State 
Director to obtain such a judgment if 
legally permissible. 

(5) Issuance of acceleration notice. 
The State Director will date, sign, and 
forward an acceleration notice to the 
borrower. Thereafter, except where 
state law requires acceptance of de¬ 
faulted installments after acceleration. 
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the County Supervisor will not accept 
payment of less than the full amount of 
the indebtedness but will notify the 
State Director of any such offer and ask 
for instructions. 

(6) Institution of foreclosure action. 
When the period provided by the ac¬ 
celeration notice expires, the following 
action will be taken: 

(i) If it is an insured loan case and 
the note is not held by FHA, the Finance 
Office will have the note assigned to 
FHA in accordance with Subpart O or 
Subpart H of this part, as appropriate. 

(ii) Title evidence required by the At¬ 
torney in Charge will be obtained and 
furnished to him so that he can issue his 
opinion as to whether FHA will acquire 
a title merchantable in fact if it is the 
successful bidder. 

(ill) Ordinarily, no curative action 
will be taken with respect to title defects 
before foreclosure sale. However, where 
for special reasons the State Director 
with the advice of the Attorney in 
Charge determines that it would be in 
the best interest of FHA to cure certain 
defects before the foreclosure sale, the 
State Director may authorize the neces¬ 
sary curative action. 

(iv) The Attorney in Charge will be 
requested to proceed with, or issue in¬ 
structions regarding, foreclosure. When 
it has been determined that a title mer¬ 
chantable in fact can be obtained, the 
Attorney in Charge will advise the 
County Supervisor, who will prepare and 
submit to the Finance Office Standard 
Form 1034 for payment of all real estate 
taxes and assessments (including water 
assessments to protect the right to use 
water) which are due and payable. 

(7) Maximum bid. The State Di¬ 
rector will establish the maximum 
amount of the FHA bid as either the es¬ 
timated resale value of the security or 
gross Investment, whichever is less. 
The State Director will notify the County 
Supervisor of the maximum amount to 
be bid by the person authorized pursuant 
to subparagraph (8) of this paragraph. 
In court action foreclosures, the Attorney 
in Charge will inform the United States 
Attorney of the maximum amount rec¬ 
ommended by FHA to be bid. 

(i) The estimated resale value means 
the amount which the FHA can expect to 
realize from resale of the property in its 
present condition on terms of 20 percent 
down with the balance payable in five 
equal annual installments of principal 
plus interest at 5 percent per annum. 
The State Director will determine the 
estimated resale value after considering 
pertinent information, including the ap¬ 
praisal report. When the foreclosure 
sale is subject to any outstanding min¬ 
eral rights, easements, or other interests, 
these exceptions will be taken into con¬ 
sideration in arriving at the estimated 
resale value. If there are title defects 
which are not to be cured and which, 
in the judgment of the State Director 
with the advice of the Attorney in 
Charge, will not make the title unmer¬ 
chantable in fact but will adversely affect 
the value of the property, such title de¬ 
fects will also be taken into consideration 
in arriving at the estimated resale value 
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When the foreclosure Is subject to a prior 
lien, the unpaid balance of the debt so 
secured will be deducted from the value 
otherwise determined. 

(ii) Gross investment means the ag¬ 
gregate amount of the FHA indebted¬ 
ness secured by the mortgage, including 
all advances made or to be made by FHA 
and charged to the mortgage debt before 
the foreclosure sale, plus the amount of 
any prior liens to be paid from the fore¬ 
closure sale proceeds, plus any costs, and 
plus any other items which must be paid 
from proceeds of the foreclosure sale 
before payment of the FHA mortgage 
debt. 

(8) Bidding . In cases where the es¬ 
timated resale value of the security is 10 
percent or more in excess of the gross in¬ 
vestment or in States where redemption 
is for bid price, and it is necessary to 
place a bid to protect the FHA’s interest, 
the only FHA bid made will be the au¬ 
thorized maximum. In all other cases 
the FHA bidder may engage in compet¬ 
itive bidding between 90 percent and 100 
percent of the authorized maximum bid, 
and judgment should dictate when he 
should cease bidding provided, however, 
the FHA bidder will begin bidding at 90 
percent of the authorized maximum if 
no one else bids that amount or more, 
will cease bidding as soon as another 
party bids 98 percent or more of the au¬ 
thorized maximum, and will not in any 
case bid in excess of the authorized max¬ 
imum. The State Director or an em¬ 
ployee designated by him Ls authorized 
to bid on behalf of FHA. However, the 
prior concurrence of the National Office 
will be obtained before authorizing a bid 
which is to include an amount for pay¬ 
ment of a prior lien(s) exceeding $25,000. 
Ordinarily, the State Director will desig¬ 
nate the County Supervisor to bid on be¬ 
half of FHA unless circumstances make it 
necessary or advantageous to designate 
another FHA employee. 

(9) Leases acquired through lore- 
closure. It FHA is the successful bidder 
at a foreclosure sale made subject to an 
agricultural, mineral, or other lease in 
which the lessor's interest is acquired by 
FHA through the sale, the original or a 
copy of the lease will be submitted to the 
Finance Office for processing in accord¬ 
ance with § 1872.14(c) (8). If the lease 
is oral, it will be reduced to writing, using 
Form FHA-435. The County Supervisor 
will notify any lessee in writing that FHA 
has acquired the lessor’s lights under the 
lease and will direct the lessee to remit 
all payments to the County Office. Pay¬ 
ments to FHA under a lease which by its 
terms were due and payable prior to the 
date of the foreclosure sale will be ap¬ 
plied first on any deficiency claim result¬ 
ing from the foreclosure and then on any 
other FHA claim against the borrower. 
Any surplus remaining will be remitted 
to the borrower. Payments due and pay¬ 
able to FHA after the date of foreclosure 
will be collected and forwarded to the 
Finance Office as miscellaneous income. 
Receipts for collections made in accord¬ 
ance with this paragraph will be issued 
to: "Lease proceeds from farm formerly 
owned by (borrower's name and case 
number) and leased to (name of lessee) 


(10) Property insurance. Property 
insurance will be canceled in accordance 
with Part 1806 of this chapter. 

§ 1872.16 Assignment of direct loans. 

The policy prescribed in Subpart A of 
Part 1871 of this chapter for assigning 
notes and security instruments shall 
apply to all direct loans secured by real 
estate. Payment of the FHA debt in full 
will be collected at the time the assigned 
instruments are delivered. 

§ 1872.17 Release of valueless junior 
liens. 

A valueless FHA junior lien can be 
released without consideration only 
when requested by a prior lienholder and 
such release can be made only by the 
Comptroller General of the United 
States. 

(а) Action by prior lienholder. A 
prior lienholder requesting release of an 
FHA junior lien without consideration 
will submit the following: 

(1) Original and two copies of an ap¬ 
plication in narrative form, addressed 
to the FHA or an officer thereof. 

(2) Original and two copies of a state¬ 
ment of the account secured by each lien 
prior to the FHA lien sworn to by the 
lienholder or a duly authorized officer 
thereof. 

(3) Three photostat or certified copies 
of the FHA lien and of all liens superior 
thereto, including information as to the 
place and date of recording. 

(4) Original and two copies of a cer¬ 
tificate by the tax assessor or other 
appropriate public officer showing the 
assessed value of the property for the 
current tax year and the previous tax 
year and indicating the percentage of the 
full market value of the property on 
which the assessment was based. 

(5) Original and two copies of a cur¬ 
rent statement by the County Treasurer 
or other appropriate public officer show¬ 
ing the total amount of tax liens on the 
property described in the FHA Junior 
lien. 

(б) Original and two copies of the 
opinion of a trust officer or real estate 
officer of a bank, trust company, or title 
company, or of a qualified appraiser, as 
to the market value of the property, or 
If such an opinion is not available, the 
opinion of a reputable local real estate 
dealer or broker. 

<b) Action by State Director. It the 
foregoing information indicates that the 
FHA Junior lien is valueless, the State 
Director will obtain a present market 
value appraisal of the security. If, after 
considering all information, the State 
Director finds that the FHA lien is value¬ 
less, he will submit his findings to the 
National Office. 

(Sec. 5, 46 Stat. 1529; 28 Ufi.C. 2410) 

§ 1872.17a Assignment and relea*c of 
Soil Bank Program payments. 

The County Supervisor may take an 
assignment on income to be received 
under a Soil Bank contract to protect 
the financial interest of the Government 
or to facilitate loan servicing. The as¬ 
signment or all or a portion of the in¬ 
come from the assignment, may be re¬ 


leased to the borrower by the County 
Supervisor when not to the financial 
detriment of the Government and pay¬ 
ments due on all Farmers Home Admin¬ 
istration loans have been made from 
other income or the income is urgently 
needed to meet emergency expenses or 
other justifiable uses. 

(RS. 161, secs. 41. 6. 50 Stat. 528. as amend¬ 
ed. 870, sec. 510, 63 Stat. 437, as amended, 
sec. 4, 64 Stat. 100, sec. 10, 68 Stat. 735; 5 
U.S.C. 22. 7 U.S.C. 1015. 16 U.S.C. 590w 42 
U.S.C. 1480, 40 U.S.C. 442, 16 U.S.C. 590X-3; 
Order of Sec. of Agr., 19 F.R. 74, 22 PR. 
8188. 26F.R. 8403) 

§ 1872.18 Redelcgntion of authority. 

The State Director is authorized to re¬ 
delegate in writing any authority dele¬ 
gated to the State Director in this part, 
except authority to execute documents or 
instruments which may be recorded or 
filed for record, to one or more of the 
following State Office employees: Chief, 
Real Estate Loans; Chief, Operating 
Loans; Chief, Program Operations; Pro¬ 
gram Loan Officer; Real Estate Loan 
Officer; Operating Loan Officer. 

Subparts B Through D—[Reserved] 

Subport E—Management and Dispo¬ 
sition of Acquired Farms 

ATTTHomrrr: The provisions of this Sub¬ 
part E Issued under sec. 41. 50 Stat. 528. as 
amended, sec. 4, 64 Stat. 100; 7 U.S.C. 1015, 
40 U.S.C. 442. Interpret or apply secs. 43. 
51, 50 Stat. 530, as amended, 531, as amended; 
7 U.S.C. 1017, 1025. Other statutory provi¬ 
sions interpreted or applied are cited to text 
In parentheses. 

§ 1872.81 General. 

This subpart prescribes the authori¬ 
ties, policies, and procedures for the 
management of acquired farms from the 
time title to such farms is vested in the 
United States until they are sold or 
otherwise disposed of, and for their sale 
or other disposition. However, If the 
acquired farm represents an asset of a 
State Rural Rehabilitation Corporation 
and an agreement, pursuant to section 2 
(f) of the Rural Rehabilitation Corpora¬ 
tion Trust Liquidation Act (Public Law 
499, 81st Congress) (referred to in this 
subpart as a "section 2(f) agreement") 
Is not currently in effect, the State Direc¬ 
tor will not sell the property until other¬ 
wise authorized but will retain it in in¬ 
ventory and manage it in the same man¬ 
ner as stipulated for other acquired 
farms. 

(a) Applicability. For the purposes 
of this subpart, acquired farms are farms 
which before acquisition were security 
for: . 

(1) Direct loans made pursuant to 

title I of the Bankhead-Jones Farm Ten¬ 
ant Act. as amended, including such 
loans made under a section 2(f) agree¬ 
ment. . 

(2) Loans insured under title I of tne 
Bankhead-Jones Farm Tenant Act, as 
amended. 

(3) Credit sales of farms pursuant to 
sections 43 and 51 of the Bankhca- 
Jones Farm Tenant Act. as amended, 
and Public Law 563, 70th Congress. 
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(4) Credit sales by a State Rural Re¬ 
habilitation Corporation, directly or 
under an agreement with the Secretary 
of Agriculture. 

( 5 ) Loans for farm improvements or 
farm development made from Loans. 
Grants, and Rural Rehabilitation funds. 

(6) Loans where the note and mort¬ 
gage were assigned to the Government 
as security for, or the payment of, loans 
to, or in liquidation of, Defense Reloca¬ 
tion Corporations, and Land Leasing and 
Land Purchasing Associations. 

(7) The following types of Operating 
loans: 

(i) Production and Subsistence loans. 

<ii) Rural Rehabilitation loans. 

(ill) Emergency Crop and Peed loans. 

(iv) Flood, and Flood and Windstorm 
Restoration loans, made during the fiscal 
years 1944, 1945, and 1946. 

(b) Expeditious disposition of ac¬ 
quired farms . Acquired farms will be 
sold or otherwise disposed of as expedi¬ 
tiously as possible consistent with the 
protection of the Government’s invest¬ 
ment in such farms. 

§ 1872.82 Delegation of authority. 

Subject to the policies and procedures 
prescribed in this subpart: 

(a) The State Director is authorized 

to: 

(1) Sell acquired farms and to execute 
deeds and other documents and instru¬ 
ments necessary in connection with such 
sales. 

(b) The State Director or his delegate 
is authorized to: 

(1) Lease or operate acquired farms. 

(2) Execute caretakers* agreements. 

(3) Enter into agreements prorating 
the payment of rent as between the 
Government and purchasers of acquired 
farms. 

(4) When appropriate, pay taxes or 
to make payments in lieu of taxes on 
acquired farms. 

(5) Authorize such repairs and main¬ 
tenance of acquired farms as may be 
necessary to protect the Government’s 

Interest. 

§ 1872.83 State Office routine subse¬ 
quent to acquisition of farms. 

When title to a farm becomes vested in 
the Government the State Director will 
take such of the following actions with 
respect to each acquired farm as may be 
appropriate: 

{ f a) Suitability of acquired farms for 
title I purposes . If the farm is, or can 
be developed into, or used in the de¬ 
velopment of an efficient family-type 
unit having a total value, as repaired, 
improved, or enlarged, not exceeding the 
average value of efficient family-type 
units in the county, the State Director 
determine that the farm is suit¬ 
able for title I purposes. The County 
supervisor will be advised when the de¬ 
cision is reached as to the suitability or 
nonsuitability of an acquired farm for 
Wle I purposes. 

( b) Care of growing crops on acquired 
At the time of acquisition, upon 
jne advice of the representative of the 
of the General Counsel, the State 
j-nrector shall instruct the County Su¬ 
pervisor with respect to the disposition 
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to be made of any crops growing on 
acquired farms. 

(c) Care and leasing of acquired 
farms. The State Director will furnish 
the County Supervisor with instructions 
regarding the care and leasing of 
acquired farms. 

(1) Caretaking. Whenever it is im¬ 
practicable to lease an acquired farm, 
and caretaking is deemed necessary to 
protect the Government’s interest, such 
a farm may be placed under a caretaker's 
arrangement on terms approved by the 
State Director. Form FHA-529, "Care¬ 
taker’s Agreement," to be signed by the 
caretaker, should be specific with respect 
to such items as the period covered by 
the agreement, care of the property, 
cultivation, harvesting, and care of 
growing crops, and the compensation to 
be allowed the caretaker for his services. 
Compensation allowed the caretaker for 
his services will be paid by use of Stand¬ 
ard Form 1034, "Public Voucher for 
Purchases and Services Other Than Per¬ 
sonal." In no event will the Govern¬ 
ment operate an acquired farm under a 
caretaker's agreement for a period ex¬ 
ceeding one year from the date of acqui¬ 
sition. No provision shall be included 
in the caretaker's agreement which will 
interfere with the expeditious sale or 
other disposition of the farm. 

(2) Leasing. Acquired farms will be 
leased for the current cropping season, or 
the remainder thereof, when it is deter¬ 
mined that such leasing Is necessary to 
protect the Government’s investment. 
Form FHA-435, "Lease of Farm," will be 
used in such cases. The term of a lease 
may not exceed one year. Subject to the 
limitations on the period for sale, a farm 
may be leased for subsequent periods 
when necessary to protect the Govern¬ 
ment’s interest. All leases will be on the 
best reasonable terms obtainable as de¬ 
termined by the State Director. Rent 
must be payable In cash, but the amount 
may be based on the market value of 
shares of agricultural commodities as 
provided on Form FHA-435. Leases will 
be on terms that will not delay unneces¬ 
sarily the sale of farms. 

(d) Maintenance and minor repairs on 
acquired farms. (1) Expenses for main¬ 
tenance and minor repairs necessary to 
protect the Government’s interest, which 
cannot practicably be deferred until after 
sale, may be incurred and paid by the 
Government. Where the contemplated 
expenditures for maintenance or repairs 
amount to $500 or less, the State Director 
will authorize the work to be done on a 
confirmatory basis. Upon completion of 
the maintenance or repairs a certified 
invoice or Standard Form 1034 will be 
obtained from the contractor and for¬ 
warded to the appropriate Finance Office 
for payment. Such invoice or voucher 
must include an itemization of the main¬ 
tenance or repairs. 

(2) Where the contemplated expendi¬ 
tures for maintenance or repairs amount 
to more than $500, the Finance Office will 
prepare and issue an invitation to bid 
for the work to be performed. 

(e) Taxation on acquired farms. Ex¬ 
cept as provided in this paragraph the 
Farmers Home Administration is re¬ 
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quired, in accordance with section 50 (a) 
of the Farmers Home Administration Act 
of 1946, to pay taxes on farms acquired 
on behalf of the Government which are 
determined to be suitable for title I pur¬ 
poses, and, in accordance with section 
50 (b) of the act, to make payments In 
lieu of taxes on farms acquired on behalf 
of the Government which are determined 
to be unsuitable for title I purposes. 

(1) Taxes will be paid on acquired 
real property which represents an asset 
of a State Rural Rehabilitation Corpo¬ 
ration, provided: 

(1) There is a section 2 (f) agreement 
in effect whereunder the corporation or 
agency or official designated by the State 
legislature has authorized the Govern¬ 
ment to pay such taxes; and 

(li) The real estate would bo taxable 
under State laws if it had been trans¬ 
ferred to such corporation or agency 
or official under section 2 (d) of the 
Rural Rehabilitation Corporation Trust 
Liquidation Act, with no return transfer 
to the United States under a section 2 (f) 
agreement. 

(2) In the absence of a section 2 (f) 
agreement tax payments will not be 
made on acquired farms which represent 
assets of a State Rural Rehabilitation 
Corporation. 

(f) Sale of acquired farms within the 
Farm Ownership Program. Acquired 
farms will be sold as expeditiously as 
possible, and will not be held for an 
unreasonable length of time for within- 
program disposal. 

(1) Determination of selling price. 
The State Director will establish a selling 
price, based upon the normal earning 
capacity value of the farm, taking into 
consideration such amounts as may be 
required to repair, improve, or enlarge 
the farm to meet established Farm 
Ownership minimum standards. If the 
acquired land, or a part thereof, will 
be sold for the purpose of enlarging an¬ 
other Farm Ownership unit, the sales 
price of the land to be added will be 
established on the basis of an appraisal 
report, prepared for the enlarged farm 
in accordance with §§ 1809.1 to 1809.2 of 
this chapter and will be consistent with 
the normal market value of comparable 
properties in the community and must 
be within the certified value for the en¬ 
larged farm. If there are buildings on 
the land being added, and such buildings 
are needed by the borrower in carrying 
out his farming operations, consideration 
will be given to the use value of such 
buildings, to be acquired by the pur¬ 
chaser, in arriving at the sales price of 
the real property being sold to the bor¬ 
rower. If there are buildings that will 
not be sold to the borrower, such build¬ 
ings should be disposed of in accordance 
with 1872.101 to 1872.109 of this 
chapter prior to the consummation of the 
sale of the land, and if such buildings are 
not removed from the land being sold by 
the date of the sale, adequate provisions 
will be stipulated in the sales instruments 
to allow sufficient time for removal. 
Also, the fair and reasonable value of the 
Government's interest in the mineral 
rights will be considered in determining 
the selling price. 
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(2) Disposition of growing crops. 
Growing crops, when not harvested 
under a caretaker’s agreement, may be 
sold with the farm or separately. The 
State Director will determine the selling 
price thereof separately from that of the 
farm. Such crops may be sold for cash, 
but title I funds may not be loaned to 
enable a purchaser to make such pur¬ 
chases. When growing crops are sold 
on credit to a person eligible for the 
benefits of title I, either with the farm 
or separately, a separate note will be 
taken to evidence the sale price, payable 
not later than when the crops will be 
harvested. The separate note will be 
secured by a lien on the growing crops. 
When the growing crops are sold to any 
person not eligible for the benefits of 
title I, such crops will be sold pursuant 
to §§ 1872.101 to 1872.109. 

(3) Selection of purchaser . The pur¬ 
chaser will be selected from applicants 
tentatively approved in accordance with 
Part 1801 of this chapter with preference 
accorded veterans as provided in 
§§ 1801.22 and 1821.5 of this chapter. 

(4) Sale to present Farm Ownership 
borrower. An acquired farm, or part 
thereof, may be sold to a present Farm 
Ownership borrower, provided the State 
Director determines Ci) the borrower’s 
present unit is not an efficient family- 
type unit, and (ii) the addition of the 
acquired unit, or part thereof, will re¬ 
sult in the borrower having an efficient 
family-type unit. 

(g) Methods of selling acquired farms 
within the Farm Ownership Program . 
Acquired farms determined to be suitable 
for title I purposes may be sold within 
the program to present Farm Ownership 
borrowers or to applicants for Farm 
Ownership loans under such of the fol¬ 
lowing methods as may be prescribed by 
the State Director. 

(1) Sale to Farm Ownership borrower. 
An acquired farm, or part thereof, may 
be sold to a Farm Ownership borrower 
in a manner consistent with the policies 
and procedures for making a subsequent 
loan for farm enlargement purposes, on 
a credit basis, through a subsequent 
direct loan, through a subsequent in¬ 
sured mortgage loan or through a new 
direct or insured mortgage loan. If 
additional funds are needed by the Farm 
Ownership borrower with which to per¬ 
form farm development necessary to 
make the enlarged farm an efficient 
family-type unit, such funds may be 
provided, in the case of sale on credit, 
through a direct loan processed simul¬ 
taneously with the credit sale. In the 
case of sales through either new or sub¬ 
sequent direct or insured mortgage 
loans, such funds may be included in the 
loan made in connection with the pur¬ 
chase of the land. 

(2) Sale to Farm Ownership appli¬ 
cant. The sale of acquired real estate 
to an approved Farm Ownership appli¬ 
cant, other than a present Farm Owner¬ 
ship borrower, may be accomplished by 
a sale on a credit basis when funds are 
not needed for repairs, improvements or 
enlargement; by a sale on a credit basis 
when funds are needed for repairs, im¬ 
provements or enlargement, or by a sale 


through a direct or insured loan, which 
may include funds for repairs, improve¬ 
ments or enlargement. Where the State 
Director determines it to be impracti¬ 
cable to sell an acquired farm to a Farm 
Ownership applicant by any other 
method, the sale may be accomplished 
through a direct or insured loan. 

(h) Disposal of farms outside the 
Farm Ownership Program. Acquired 
farms, or parts thereof, determined to be 
not suitable for title I purposes and 
suitable farms which cannot be sold to 
an eligible purchaser within a reasonable 
time will be sold as expeditiously as pos¬ 
sible outside the program by the Farmers 
Home Administration unless special rea¬ 
sons require their transfer to the appro¬ 
priate Government agency for disposal. 
The State Director is authorized to sell 
such farms at public or private sale to 
any individual at the best price obtain¬ 
able, after public notice. Such sale may 
be accomplished by selling the land and 
buildings separately if such method of 
sale will result in the Government realiz¬ 
ing a greater return from the sale. The 
sale may be either for cash or on terms 
of at least twenty percent cash with the 
balance secured by a first mortgage on 
the property and payable in equal an¬ 
nual installments within five years with 
interest at five percent on the unpaid 
principal payable annually. 

(Secs. 1. 43. 44, 50. 50 Stat. 522, as amended. 
530, as amended. 631, as amended, sec. 2. 64 
Stat. 98; 7 V. S. C. 1001, 1017, 1018, 1024, 
40 U. S. C. 440) 

§ 1872.84 Miscellaneous mailers pertain¬ 
ing to the sale of ncquired farms. 

The following general provisions will 
apply in connection with the sale of ac¬ 
quired farms: 

(a) Applications. Applications to 
purchase acquired farms within the 
Farm Ownership Program will be proc¬ 
essed in substantially the same manner 
as applications for initial loans as pre¬ 
scribed in Part 1832 of this chapter. 

(b) Type of deed form. Conveyances 
will be made by deed without warranty 
and will be executed by the State Direc¬ 
tor. If legally possible, and the sale is 
to be made within the Farm Ownership 
Program, the deed should create an 
estate with the right of survivorship. 
On or after September 6, 1957, the sale 
of acquired farms will include only 
mineral interests acquired in the last 
acquisition of the farm and any State 
Rural Rehabilitation Corporation re¬ 
served mineral interest held in trust 
under an agreement entered into pur¬ 
suant to section 2 (f), 64 Stat. 98. (Sec. 
3, 64 Stat. 769; 7 U. S. C. 1035) 

(c) Abstracts of title. Abstracts of 
title owned by the Government which 
cover only the land involved in a par¬ 
ticular sale will be sold with the farm 
by adequate provision in the sales agree¬ 
ment. When the sale is on credit terms 
or a loan is made in connection with the 
sale, the abstract will be retained by the 
Government as additional security until 
the security instruments securing the 
credit sale or loan are fully satisfied. 

(d) Sales expense. No expenses in¬ 
cident to the sale, such as revenue 


stamps, recording of mortgage, intan¬ 
gible taxes, or title insurance when re¬ 
quired, will be borne by the Government. 

(e) Title clearance. Title clearance 
for farms suitable for title I purposes 
will be effected in accordance with the 
applicable provisions of §§ 1807.1 to 
1807.6 of this chapter. 

(f) Closing sales of acquired farms. 
Each sale of an acquired farm will be 
closed in accordance with closing in¬ 
structions issued by the representative 
of the Office of the General Counsel. 

(g) Cancellation of outstanding 
leases. When an outstanding lease on 
an acquired farm is to be canceled pur¬ 
suant to the terms of the sale. Form 
FHA-244, “Cancellation of Lease,” will 
be used, one signed copy of which will 
be delivered to the lessee. 

(h) Sale subject to outstanding lease. 
When it is necessary or desirable, the 
State Director may sell an acquired farm 
subject to an outstanding agricultural or 
mineral lease. In such cases the State 
Director will address a letter to the lessee 
informing him of the conveyance by the 
Government of its interest under the 
lease and furnish him with the name and 
address of the purchaser of the farm. 

(i) Proration of rent. Ordinarily 
lease benefits will be sold with the prop¬ 
erty, however, when an acquired farm, 
or part thereof, is under lease which la 
not sold with the land and the Govern¬ 
ment’s interest canceled at the time of 
sale, the rent has not become due before 
the sale is closed, and the lease does not 
contain provisions governing the pro- 
ration of rent in the event of sale of the 
farm, the State Director will arrange for 
any prorated distribution of rent between 
the Government and the purchaser 
which is found by the State Director to 
be equitable and not detrimental to the 
financial interest of the Government. 


(Sec. 9, 60 Stat. 1080; 7 UJS.C. 1031) 


§ 1872.85 Easements ant! rigltU-of-way. 

Generally, it will not be the policy of 
the Farmers Home Administration to 
grant or sell easements or rights-of-way 
on acquired real property, title to which 
is vested in the Government. When a 
request is received for an easement or 
right-of-way on such acquired real 
property, the State Director will make a 
determined effort to dispose of the prop¬ 
erty, thereby making it possible for the 
easement or right-of-way to be obtained 
from the purchaser of such property. 
In a case where it is impossible to sell 
the property, thereby enabling the pur¬ 
chaser to enter into an easement or 
right-of-way permit, the State Director 
will refer the matter to the National Of¬ 
fice, giving a complete report on the case. 
Such a case will be handled on an indi¬ 
vidual case basis. 


(Sec. 43. 50 Stat. 530, as amended; 7 U. S. C. 
1017) 


ubpart F—Sale of Farms Not Suitable 
For Purposes of Title I 

Authority: The provisions of i^isSub- 
art F issued under sec. 41. 60 Stat. 528. a* 
mended; 7 US.C. 1015. Interpret or apply 
;cs. 43. 51. 50 Stat. 630. as amended, 531 . as 
mended; 7 U.S.C. 1017. 1025. Other statu- 
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tory provision* interpreted or applied are 
cited to text in parentheses. 

§ 1872.101 General. 

Sections 1872.102 to 1872.109 prescribe 
supplemental authorities, policies, and 
procedures for the sale outside the Farm 
Ownership program by the Farmers 
Home Administration of acquired farms, 
or parts thereof, which have been deter¬ 
mined to be not suitable for the purposes 
of Title I of the Bankhead-Jones Farm 
Tenant Act, as amended. (See §§ 1872.81 
to 1872.84.) 

§ 1872.102 Delegation of authority. 

Subject to the policies and procedures 
contained in 51 1872.102 to 1872.109 and 
in §§ 1872.81 to 1872.84, with respect to 
acquired farms, or parts thereof, deter¬ 
mined not to be suitable for the purposes 
of title I: 

(a) The State Director Is authorized 
to: 

(1) Accept or reject bids and negotiate 
for the sale of such farms, or parts 
thereof. 

(2) Execute deeds and other instru¬ 
ments necessary in connection with such 
sales. 

(b) The State Director or his delegate 
Is authorized to: 

(1) Procure, and approve vouchers in 
payment of, appraisals of such farms, or 
parts thereof. 

(2) Invite bids or solicit offers In con¬ 
nection with the sale of such farms, or 
parts thereof. 

§ 1872.103 Terms and conditions of sale. 

Each sale of real property, pursuant to 
19 1872.101 to 1872.109, will be subject to 
the following terms and conditions: 

(a) Eligible purchasers. A sale may 
be made to any Individual or corpora¬ 
tion. Farmers Home Administration 
employees are eligible to purchase such 
farms, or parts thereof, only when the 
sale is based upon competitive bids: 
Provided, That no sale shall be made, 
either directly or indirectly, to an em¬ 
ployee who was in any way connected 
with its declaration as surplus or who 
was formerly accountable for the prop¬ 
erty or connected in any way with ne¬ 
gotiations for the sale thereof. This 
restriction applies to State and County 
Committeemen. No sale may be made to 
persons related to ineligible employees, 
including Committeemen, within the 
third degree of consanguinity or affinity, 
without the prior approval of the Ad¬ 
ministrator. 

(b) Mineral rights. On or after Sep¬ 
tember 6,1957, the sale of acquired farms 
will include only mineral interests ac¬ 
quired in the last acquisition of the farm 
and any state Rural Rehabilitation 
Corporation reserved mineral interests 
held in trust under an agreement entered 
into pursuant to section 2 (f), 64 Stat. 98. 
(Sec. 3, 64 Stat. 769; 7 U3.C. 1035) 

. of abstracts. Abstracts of 

wtle or other evidence of title held by the 
Government, which cover only the land 
involved in a particular sale, may be sold 
with the property, provided that when 
tne sale is on credit such abstract(s) or 
other evidence of title will be retained by 
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the Government until the purchase price 
is fully paid. 

(d) Terms. The property shall be sold 
for the best price obtainable after public 
notice is given. The property should be 
sold preferably for cash, but may be sold 
on credit, secured by the property, when 
a purchaser for cash is not available, and 
will be sold on credit when a greater 
recovery can be obtained by credit sale 
(see § 1872.108(b)). In credit sales, an 
initial cash down payment of not less 
than twenty percent (20%) of the sale 
price must be made upon each sale, and 
the balance of the sale price must be 
paid in equal annual installments pay¬ 
able over a period of not to exceed five 
(5) years, with interest on the unpaid 
balance at the rate of five percent (5%) 
payable annually. 

(Sec. 46. 50 Stat. 530, a* amended, sec. 9, 60 
Stat. 1080; 7 U.S.C. 1020, 1031) 

§ 1872.104- Plan of sale. 

The State Director will, in order to se¬ 
cure the best price obtainable, develop a 
plan of sale for each property to be sold. 
In developing such a plan consideration 
should be given to (a) subdivision and 
offering the property in units; (b) sale of 
land and marketable timber separately 
in order to obtain a better price than 
would be secured from the sale of the 
land with the timber thereon; and (c) 
determination of the terms on which bids 
will be invited. 

§ 1872.105 Request for allotment to de¬ 
fray sales costs. 

In the event that it is necessary to pro¬ 
cure an outside appraisal report or for¬ 
mally advertise the property in news¬ 
papers, the State Director will request 
the establishment of an allotment of 
funds for such purposes in connection 
with the sale of each farm. Estimates 
for the cost of maintenance or repair 
work may be included when in the 
opinion of the State Director it will be 
impossible to sell the property for its 
reasonable value without making such 
expenditures, and the repairs or mainte¬ 
nance will add more to the fair market 
value of the property than the cost of 
the repairs or maintenance. Each re¬ 
quest for an allotment will show the type 
of asset or security represented by the 
property. 

§ 1872.106 Public nolice. 

The State Director will arrange for ex¬ 
posing the property to the market and for 
giving public notice of sale. The manner 
and form of giving public notice will be 
approved as to legal sufficiency by the 
representative of the Office of the 
General Counsel before release. If pub¬ 
lic notice and efforts to negotiate a sale 
of the property should fail to produce a 
reasonable offer or bid, public notice will 
again be given if, in the opinion of the 
State Director, such notice is likely to 
create additional interest. 

(a) When the value is $2,500 or less. 
When the fair market value of the prop¬ 
erty, as determined by the State Direc¬ 
tor, does not exceed $2,500, public notice 
will be given by the State Director either 
by having appropriate notice of sale 
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posted in not less than three public 
places (e. g., courthouse, postoffice build¬ 
ing, and so forth) in the area where the 
property is located, or by publishing such 
notice of sale in the newspapers in ac¬ 
cordance with the procedure for placing 
of advertising. When the State Director 
deems it desirable, in the interest of ade¬ 
quately exposing the property to the 
market, he may give such public notice 
by both posting the notices of sale and 
publishing them in the newspapers. 

(b) When the value exceeds $2,500. 
When the fair market value of the 
property, as determined by the State 
Director, exceeds $2,500, public notice 
will be given by advertising the property 
formally, in sufficient newspapers, pe¬ 
riodicals, trade journals, and other 
publications, and the employment of 
handbills, posters, and so forth, to expose 
the property adequately to the market. 

§ 1872.107 Invitation to submit offer or 
bid. 

(a) When value is $2,500 or less. 
When the fair market value of the prop¬ 
erty, as determined by the State Director, 
is $2,500 or less, the sale may be negoti¬ 
ated without sealed bids. After the 
period specified in the notice of sale has 
expired, the State Director, or the Fann¬ 
ers Home Administration employees 
authorized to do so by the State Director, 
will undertake negotiations for sale of 
the property with all persons who may be 
interested. Each designation of an em¬ 
ployee to negotiate the sale will be made 
by the State Director in writing. A writ¬ 
ten report will be made of all negotia¬ 
tions conducted. When the negotiations 
are undertaken by the State Director 
and the best offer is acceptable to him, 
the offer will be reduced to writing on 
Form FHA-216, “Invitation, Bid, and 
Acceptance.” The original and one copy 
of Form FHA-216 will be signed by the 
bidder and accompanied by the amount 
of the required deposit in the form of 
a certified check, money order, or 
cashier’s check payable to the Treasurer 
of the United States. When the nego¬ 
tiations are undertaken by an employee 
other than the State Director, the best 
offer obtained, if it is likely to be con¬ 
sidered to be acceptable, will likewise be 
reduced to writing on Form FHA-216, 
and Form FHA-216 then will be sub¬ 
mitted to the State Director together 
with the deposit and the written report 
of all negotiations. Before final accept¬ 
ance of an offer, the State Director will 
submit Form FHA-216 to the represent¬ 
ative of the Office of the General Coun¬ 
sel for review as to legal sufficiency. 
The applicable procedure outlined in 
§ 1872.108 will be followed with respect 
to analyzing, accepting, and awarding 
such offers. 

(b) When the value exceeds $2,500. 
Sealed bids will be invited in connection 
with the offering of each property when 
the fair market value, as determined by 
the State Director, exceeds $2,500. The 
State Director will furnish prospective 
bidders with sufficient copies of Form 
FHA-216. and with properly addressed 
envelopes (requiring postage to be paid 
by the bidder) for transmitting bids, and 
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will request conformity with the detailed 
instructions contained in Form FHA-216 
for the preparation and submission of 
bids. The State Director will sign section 
I of Form FHA-216 as issuing officer. 

(c> Preparation of invitaiton to bid. 

(1) Form FHA-216 provides optional 
payment plans. If the State Director 
determines to invite bids on an all cash 
bid only, payment plan “A” will be made 
applicable by deleting payment plan “B" 
and paragraph “C" of section IV of Form 
FHA-216. 

(2) If the State Director determines 
that offers will be acceptable on either 
payment plan “A" or payment plan “B". 
he will make the determination as to the 
percentage of the bid that will be re¬ 
quired as an initial cash payment, which 
in no case will be less than twenty per¬ 
cent (20%). and fill in the blank in line 
1 of payment plan “B”. The State Di¬ 
rector also will determine the period 
within which the balance of the sale 
price is to be paid, which period must not 
exceed five (5) years. The terms of pay¬ 
ment of the balance of the sale price, 
together with the interest rate of five 
percent (5%) per annum, will be filled 
in on the two blank lines under payment 
plan “B". 

(3) The State Director will determine 
the percentage of the bid to be required 
as a deposit, and will fill in the blank 
space in paragraph A 1 of section IV of 
Form FHA-216. The amount of deposit 
ordinarily should be ten percent (10%) 
of the total bid, but in no case shall it be 
less than five percent (6%). 

(4) Whenever practicable, taxes or 
payments in lieu of taxes, rents, or re¬ 
ceipts from the operation of the property 
for the current year will be prorated as 
of the date of delivery of the deed, and. 
when so prorated, “date of delivery of 
deed" will be inserted in the blank space 
in paragraph A 7 of section IV of Form 
FHA-216. When the property is under 
lease for the crop year and is sold during 
the crop year in two or more tracts, or 
when existing leases are on a share-of- 
the-crop basis and it is impracticable for 
these or other reasons to prorate rent as 
of the date of delivery of the deed, the 
State Director will insert a definite fu¬ 
ture date to which the Government will 
continue to receive all rents, and para¬ 
graph A 7 of section IV will be modified 
by making separate provision for pro- 
ration of rents or other receipts, as dis¬ 
tinguished from taxes or payments in 
lieu of taxes. 

(5) A legal description of the property 
will be prepared and attached to Form 
FHA-216 as “Exhibit A“. When appli¬ 
cable, the following sentence will be in¬ 
serted under the legal description: “The 
above described land will be sold subject 
to the following specific conditions, res¬ 
ervations, and exceptions:". Following 
this, any specific conditions, reservations, 
and exceptions, such as easements, leases, 
back taxes, and so forth, will be listed. 

§ 1872.108 Receiving, custody, and ac¬ 
ceptance of bids. 

The State Director will indicate the 
date and hour bids are received in the 
State Office by placing this information 
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on all envelopes containing bids. Bids 
received prior to the hour and date stipu¬ 
lated in the advertisement for the bid 
opening will be kept in a locked container 
until the time fixed for opening. The 
State Director will have sole custody of 
the key at all times. Bids may be with¬ 
drawn or modified by written or tele¬ 
graphic request received from the bid¬ 
ders prior to the time fixed for opening 
bids, but no bids may be withdrawn or 
modified after the time fixed for opening. 

(a) Opening of bids. (1) All bids re¬ 
ceived will be opened at the hour stipu¬ 
lated in the advertisement. The State 
Director and at least three Farmers Home 
Administration employees will be present 
at the opening. All other interested per¬ 
sons who may desire to attend also may 
be present. The State Director will 
designate a secretary who will record the 
date and hour the bid opening began, 
the names of the Farmers Home Admin¬ 
istration employees present, and tabulate 
information with respect to each bid as 
it is opened. 

(2) When a bid is not accompanied by 
certified check, money order, or cashier’s 
check, payable to the Treasurer of the 
United States, in an amount at least 
equal to the amount of deposit required 
in Form FHA-216. the bid will be dis¬ 
qualified, except that when such bid is 
the high bid and is otherwise acceptable, 
the bidder will be requested to make the 
required deposit within a stipulated 
period of time. If the bidder does not 
comply with this request, the bid will 
likewise be disqualified. 

(b) Analysis of bids. In analyzing 
bids, as to acceptability, the highest 
qualified bid shall be the determining 
factor without regard to whether the bid 
is under payment plan “A” or payment 
plan “B“. That is. a bid under payment 
“B" must be accepted if it is higher than 
any bid under payment plan “A’\ or vice 
versa. 

(c) Acceptance of bids . When a bid 
exceeds $12,000, the State Director shall 
obtain the prior aproval of the National 
Office before accepting or rejecting the 
bid. The request for approval submitted 
to the National Office will include (i) the 
information tabulated at the opening 
with respect to each bid, Cii) a copy of 
Form(s) FHA-596, “Appraisal Report.'* 
made on the property, (iii) a report on 
the type and extent of the advertisement 
of sale of the property, (iv) a copy of the 
advertisement, (v) the originals of Forms 
FHA-216 received from the three highest 
bidders, and (vi) the recommendations 
of the State Director. 

(1) Manner of acceptance. The State 
Director will accomplish acceptance of 
a bid by signing in the “Acceptance" 
block in section III on the original and 
one copy of Form FHA-216. The signed 
copy of the accepted bid Form will be 
mailed to the successful bidder on the 
acceptance date by registered mail with 
return receipt requested. 

(2) When a bid is accepted imme - 
diately . If a bid is accepted imme¬ 
diately, the State Director will transmit 
the deposit of the successful bidder to the 
Finance Office for scheduling into the 
Special Deposits Account of the United 


States Treasury Regional Disbursing 
Office, and the deposits of the unsuccess¬ 
ful bidders will be returned promptly by 
registered mail with a covering letter of 
explanation. 

(3) When a bid is not accepted im¬ 
mediately. If a bid is not accepted im¬ 
mediately, the State Director will trans¬ 
mit the deposits of the three highest 
bidders to the Finance Office for sched¬ 
uling into the Special Deposits Account 
of the United States Treasury Regional 
Disbursing Office, where they will be held 
until final action is taken. All deposits 
of bidders other than the deposits of the 
three highest bidders will be returned 
promptly by registered mail with a cov¬ 
ering letter of explanation. If one of 
the three highest bids is later accepted, 
the State Director will request the Direc¬ 
tor, Finance Office, to refund the depos¬ 
its of other bidders. If all bids are re¬ 
jected, the State Director will request 
the Director, Finance Office, to refund 
the deposits of all three bidders. At the 
time the State Director requests the Di¬ 
rector, Finance Office, to refund deposits, 
the State Director will notify each un¬ 
successful bidder in writing that his bid 
has been rejected and that the Director, 
Finance Office, has been requested to 
refund the deposit. 

(d) Award to successful bidder. Upon 
acceptance of a bid by the State Director, 
Standard Form No. 1036, “Statement 
and Certificate of Award," will be pre¬ 
pared in an original and two conformed 
copies. The original will be signed by 
the State Director. In the space below 
the “Certificate" will be shown the name 
and address of the successful bidder, 
and the following statement: “Award 
was made purusant to authority con¬ 
tained in sections 43 (d) and 51 of the 
Bankhead-Jones Farm Tenant Act, as 
amended by Public Law 731, 79th Con¬ 
gress (60 Stat. 1062)." 

(e) Negotiated sale. In the event that 
all bids are rejected or no bids are re¬ 
ceived, the State Director may negotiate 
immediately with the bidders and other 
prospective purchasers, and consummate 
the sale of the property, when the ne¬ 
gotiated offer is less that $12,000. at the 
best price obtainable without further ad¬ 
vertising. provided that there are no in¬ 
dications that readvertising will create 
additional interest and result in a higher 
bid. When the negotiated offer is $12,000 
or more, the State Director shall obtain 
the prior approval of the National Office 
in the same manner as provided in para¬ 
graph (c) of this section. Any nego¬ 
tiated sale shall be on terms not less 
favorable, and at a price not lower, than 
the best terms and highest price offered 
as a result of public notice. 

§ 1872.109 Closing of sale and routing 
of documents. 

Promptly after acceptance of the bid. 
the State Director will conform three 
copies of Form FHA-216 and will[for¬ 
ward to the representative of the Onic 
of the General Counsel the originals oi 
Form FHA-216 and Standard Form rio. 
1036 and such other pertinent material 
as may be necessary to close the sale. 
He will request the representative of we 
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Office of the General Counsel to prepare 
the necessary legal instruments and clos¬ 
ing instructions. The quitclaim deed, 
promissory note and security instrument 
will conform as nearly as possible to the 
type used in closing ordinary business 
transactions involving the sale of land 
in the locality where the property Is lo¬ 
cated. The representative of the Office 
of the General Counsel will return the 
originals of Form FHA-216 and Stand¬ 
ard Form No. 1036 and other pertinent 
material to the State Director with the 
closing instruments and instructions. 
After a sale on credit is closed, all docu¬ 
ments executed in complying with the 
closing instructions will be forwarded to 
the representative of the Office of the 
General Counsel who will return the doc¬ 
uments to the State Director with an 
opinion as to whether the sale has been 
properly closed. 

(a) Notification to tax officials and 
lessees. After the deed has been deliv¬ 
ered to the purchaser, the State Director 
immediately will send notice of the sale 
to the proper tax officials by registered 
mail, giving the name and address of the 
purchaser, the date of delivery of the 
deed, a description of the land, and stat¬ 
ing that the United States of America 
no longer holds title to the property. If 
the property is subject to an oil, gas, or 
mineral lease, the State Director will 
notify the lessee(s) in the same manner. 

<b) Scheduling of proceeds. All pay¬ 
ments received (whether as deposit, down 
payment, installment payment, or full 
payment) on the purchase price of the 
property under the terms of the accepted 
bid will be scheduled by the collecting 
official to the Finance Office. No receipt 
will be issued on Form FHA-37, “Receipt 
for Payment,” for any part of the down 
payment, or for full cash payment at the 
time of closing. However. Form FHA-37 
will be issued in receipting payments on 
that part of the purchase price evidenced 
by a promissory note. 


PART 1873—ASSIGNMENT OF 

INSURED NOTES 

Sec. 

1873.1 Scope. 

1873.2 Definitions. 

18733 Authorities. 

1873.4 General policies. 

1873.5 Assignment of an insured note by a 

private holder to a private buyer. 

1873.6 Assignment of insured notes to the 

Farmers Home Administration. 

1873.7 Assignment of notes from the Insur¬ 

ance Fund. 

1873.8 Assignment of insured notes held by 

the Farmers Home Administration 
as trustee for a State Rural Reha¬ 
bilitation Corporation under a sec¬ 
tion 2 (f) agreement. 

Authority: The provisions of this Port 1873 
issued under secs. 308, 309, 339, 75 Stat. 308, 
309, 318. sec. 510, 63 Stat. 437, sec. 4, 64 Stat. 
100. sec. 514, 75 Stat. 186; 7 U.S.C. 1928, 1929. 
1989. 40 U.S.C. 442, 42 U.S.C. 1480, 1484; Or- 
of Sec. of Agr., 19 F.R. 74, 26 F.R. 8403, 
27 F.R. 5005, except as otherwise noted. 

§ 1873.1 Scope. 

This part prescribes the authorities. 
Policies, and procedures for processing 
the assignment of insured Soil and Water 
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Conservation, insured Farm Ow^ernship, 
and insured domestic Farm Labor Hous¬ 
ing notes for loans for w r hich the mort - 
gage runs to the United States as mort¬ 
gagee. 

§ 1873.2 Definition*. 

As used in this part, the term: 

(a) “Private buyer” is any purchaser 
of an insured note other than the Fann¬ 
ers Home Administration (Insurance 
Fund) or the Farmers Home Adminis¬ 
tration as trustee for a State Rural Re¬ 
habilitation Corporation under section 
2(f) of the Rural Rehabilitation Corpo¬ 
ration Trust Liquidation Act. 

(b) “Holder” is the current owner of 
an insured note. 

(c) “Value” of an insured note is the 
outstanding unpaid principal plus the 
amount of unpaid accrued interest on the 
note account. 

(d) “Insurance Fund” is the Agricul¬ 
tural Credit Insurance Fund w hich is the 
revolving fund made available pursuant 
to section 309 of the Consolidated Farm¬ 
ers Home Administration Act of 1961 for 
the making of insured loans and the 
discharge of obligations of the Farmers 
Home Administration under its insur¬ 
ance endorsements. 

(e) “Annual charge” is the amount 
retained by the Fanners Home Adminis¬ 
tration out of interest payments on loans 
evidenced by note forms bearing a form 
date (or revision date) of January 8, 
1959,or later. 

(f) “Fixed period” is the period dur¬ 
ing which the note cannot be assigned 
by the holder to the Farmers Home Ad¬ 
ministration except at the request of the 
Government. 

(g) “Option period” is the 12 months 
following the expiration of the fixed 
period. 

(Sec. 2, 64 Stat. 98; 40 US.C. 440) 

§ 1873.3 Autlioriiu**. 

Subject to the policies and procedures 
prescribed in this part: 

(а) The Director, Finance Office, is 
authorized, on behalf of the Govern¬ 
ment, in connection with the assignment 
of insured notes, to execute required 
documents and to perform other neces¬ 
sary steps, including but not limited to: 

(1) Endorsing the note, executing the 
insurance endorsement, and endorsing 
the note for reinsurance. 

(2) Acknowledging receipt of notice 
of assignment of an insured note. 

(3) Requiring the holder of an in¬ 
sured note to assign the note to the 
Government, when requested to do so 
by the State Director. 

(4) Approving the request of a holder 
to have the Farmers Home Administra¬ 
tion purchase the note. 

(5) Accepting the assignment of an 
insured note on behalf of the Insurance 
Fund. 

(б) Authorizing disbursements from 
the Insurance Fund for notes being as¬ 
signed to the Government. 

(7) Executing Form FHA 471-5, “Sup¬ 
plemental Purchase Agreement (Auto¬ 
matic Renewal)and Form FHA 471-6, 
“Reinsurance and Repurchase Agree¬ 
ment (Automatic Renewal).” 
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<8) Assigning an insured Soil and 
Water Conservation or Farm Ownership 
note held by the United States as trustee 
under a section 2(f) agreement. 

(b) The State Director is authorized 
to require assignment of an insured note 
to the Farmers Home Administration in 
connection with voluntary conveyance, 
foreclosure, transfer, or any other serv¬ 
icing action relating to liquidation of the 
borrower’s account. If the State Direc¬ 
tor believes assignment is necessary for 
servicing actions not involving liquida¬ 
tion of the borrower’s account, such 
assignment may be approved in justified 
cases upon prior concurrence of the Na¬ 
tional Office. Ordinarily a case will be 
submitted to the National Office only 
when it is determined to be in the best 
interests of the Government. The State 
Director also is authorized to assign an 
insured Soil and Water Conservation or 
Farm Ownership note held by the Farm¬ 
ers Home Administration as trustee un¬ 
der a section 2(f) agreement. 

§ 1873.1 General policies. 

(a) Conditions of assignment. When 
insured notes are assigned between pri¬ 
vate holders, notice of such assignment, 
executed by both the assignor and the 
assignee, must be given to the Farm¬ 
ers Home Administration. The Farmers 
Home Administration may require as¬ 
signment of an insured note to the Gov¬ 
ernment at any time upon request to 
the holder, and, upon assignment of the 
note to the Government accompanied 
by the insurance endorsement, the Gov¬ 
ernment will pay the holder the unpaid 
balance of principal and interest owning 
to him on the note. 

(b) Selling price. Whenever a note on 
a form bearing a form date (or revision 
date) of January 8. 1959 or later is pur¬ 
chased or sold by the Government, for 
itself or as trustee under a 2(f) agree¬ 
ment, the selling price will be the value 
of the note as of the effective date of 
the sale minus the annual charge com¬ 
puted to such date of sale. Whenever, 
any other insured note is purchased or 
sold by the Farmers Home Administra¬ 
tion, for itself or as trustee, the selling 
price will be the value of the note as 
of the effective date of the sale. The 
selling price of an insured note assigned 
by one private holder to another will be 
the price determined by the assignor and 
the assignee. 

(c) Responsibilities of the Director , 
Finance Office. The Director, Finance 
Office, will: 

(1) Advise holders or purchasers re¬ 
garding the procedures to be followed for 
assigning insured notes. 

(2) Perform the necessary steps, on 
behalf of the Farmers Home Administra¬ 
tion, in connection with the assignment 
of insured notes. 

(3) Advise the holder of the options 
available to him at the expiration of the 
fixed period. Any holder of the note 
may, at his option: 

(i) Within a period of one year be¬ 
ginning after the expiration of the pe¬ 
riod specified in the insurance endorse¬ 
ment relating to such note, have the note 
purchased by the Government, and if 
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such option is exercised, the Government 
will pay the holder by United States 
Treasury check the amount of unpaid 
principal and interest owing on the note 
to the holder; 

(ii) Accept any new agreement which 
may be offered by the Government to 
purchase the note; or 

(iii) Retain the note until it is paid 
in full, refinanced, or assigned to another 
lender. 

(d) Responsibility of the National Of¬ 
fice. The National Office is responsible 
for negotiating with private buyers for 
the assignment of notes held by the In¬ 
surance Fund or for the account of a 
State Rural Rehabilitation Corporation 
under a section 2(f) agreement. 

(Sec. 2. 64 Stat. 98; 40 U.S.C. 440) 

§ 1873.3 Alignment of an insured nole 
by a private holder to a private buyer. 

(a) Upon receipt of notice from a 
holder of intention to assign an insured 
note, the Director, Finance Office, will 
send any accumulated payments on the 
note to which the holder is entitled and 
furnish the holder with appropriate in¬ 
formation on how to complete the as¬ 
signment. The Director, Finance Office, 
also will send the holder a copy of Form 
FHA-756 or FHA 471-7, “Notice and Ac¬ 
knowledgment of Sale,” and a statement 
of account. 

<b) If the Director, Finance Office, re¬ 
ceives information that an insured note 
has already been assigned, he will re¬ 
quest the holder to furnish Form FHA- 
756 or FHA 471-7 completed with respect 
to information and signatures by the 
holder and buyer. 

(c) Upon receipt of a properly com¬ 
pleted Form FHA-756 or FHA 471-7, 
the Director, Finance Office, will prepare, 
execute, and date the acknowledgment 
section of the Form. He will send a 
facsimile of the completed Form to the 
assignee and the assignor, and retain 
the original. 

(d) The Finance Office will transmit 
payments to the assignee after the date 
of acknowledgment of Form FHA-756 
or FHA 471-7 and will notify the as¬ 
signor and assignee of any payments 
processed to the assignor subsequent to 
the date of the assignment or the state¬ 
ment of account, whichever is earlier, 
and prior to the date of the acknowl¬ 
edgment. The Farmers Home Adminis¬ 
tration will assume no liability for fail¬ 
ure to give such notice and for adjust¬ 
ment of these payments between the 
assignor and the assignee. 

§ 1873.6 Assignment of insured notes to 
the Farmers Home Administration. 

(a) Assignment at the request of the 
holder. The following actions will be 
taken whenever the holder of an insured 
note requests that the Farmers Home 
Administration accept assignment of the 
note during the option period. 

(1) The Director, Finance Office, will 
inform the holder regarding the proce¬ 
dures to be followed to effect the assign¬ 
ment. 

(2) Upon receipt of the endorsed note, 
the Director, Finance Office, will; 
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(1) Acknowledge receipt of the note. 

<ii) Process payment to the assignor. 

(iii) Send to the County Office a copy 
of Form FHA 451-5, “Notification of In¬ 
sured Loan Payment.” as notice of the 
payment to the assignor. 

(b) Assignment at the request of the 
Farmers Home Administration. The 
County Supervisor will request the Fi¬ 
nance Office to require the holder to as¬ 
sign the note to the Government when 
approval of such assignment is received 
from the State Office. The procedures 
for assigning such an insured note will 
be the same as those prescribed in para¬ 
graph (a) of this § 1873.6. 

(R.S. 3648, as amended; 31 U.S.C. 529) 

§ 1873.7 Assignment of notes from the 
Insurance Fund. 

(a) Upon completion of the negotia¬ 
tions for assignment to a buyer of notes 
held by the Insurance Fund, the Na¬ 
tional Office will advise the Director, 
Finance Office, of: 

(1) The name and case number shown 
on the notes to be sold, if known. 

(2) The legal name and correct mail¬ 
ing address of the buyer; also, the legal 
name and address of the recipient, if 
collections are to be remitted to other 
than the buyer. 

(3) The manner and time of delivery 
of the notes. 

(4) Agreed upon arrangements for 
making payment. 

(5) The effective date of the sale. 

(6) Any other information partic¬ 
ularly significant or pertinent to the 
terms and conditions of the sale. 

(b) The Director, Finance Office, will 
send to the buyer a list of the notes 
showing each borrower’s name and case 
number and the selling price of each note 
as of the effective date of the assign¬ 
ment. 

(c) If payment will be made In ad¬ 
vance of delivery of the endorsed notes, 
the Director, Finance Office, will re¬ 
quest the buyer to forward a check or 
draft before the effective date of as¬ 
signment, drawn to the order of the 
Farmers Home Administration, in the 
amount of the total selling price of all 
the notes. If the buyer is an individual, 
payment by certified check or cashier's 
check will be required. Upon receipt of 
payment, the Director, Finance Office, 
will: 

(1) Endorse each note for assignment. 

(2) Whenever notes on forms bearing 
a form date (or revision date) of Janu¬ 
ary 8. 1959, or later are assigned from 
the insurance fund, execute Form FHA 
440-5, “Insurance Endorsement (Insured 
FO. LH. or SW Loan) ” for each note, or 
he will execute such other form of in¬ 
surance endorsement as the National 
Office may approve. The rate of annual 
charge and the length of the fixed pe¬ 
riod to be stipulated in the insurance 
endorsement or other agreement will be 
determined by negotiation with the 
buyer, but in no case will the rate of an¬ 
nual charge be less than % of one per¬ 
cent, nor will the initial fixed period be 
less than 3 years. The initial fixed pe¬ 
riod will begin from the date of execu¬ 
tion of the insurance endorsement. 


(3) Execute a Form FHA 471-6 for 

each note assigned from the Insurance 
Fund after the initial fixed period has 
expired, except when a repurchase 
agreement has not been offered to the 
buyer. When both Forms FHA 471-6 
and FHA 440-5 are executed for a note 
on a form bearing a form date (or revi¬ 
sion date) of January 8, 1959, or later, 
paragraph 7 of Form FHA 440-5 will be 
stricken and the deletion initialed in the 
margin by the Director, Finance Office. 
When Form FHA 471-6 or FHA 440-5 
is not executed, a reinsurance provision 
will be added to the endorsement of 
the note as follows: “The debt evidenced 
by this note is hereby reinsured as 
of_ _ 19_” 

(4) Send the notes, and when appli¬ 
cable. Forms FHA 440-5 and FHA 471-6 
to the purchaser by certified mail, return 
receipt requested. 

(d) If a sight draft is used, the Direc¬ 
tor. Finance Office, will attach it to the 
endorsed notes and send them to the 
bank designated by the buyer by certi¬ 
fied mail, return receipt requested. The 
buyer will pay the bank’s charge for han¬ 
dling the transaction. The remittance 
must be dated on or before the effective 
date of assignment. 

(e) If the negotiated terms and con¬ 
ditions of the sale provide for delivery 
and payment by means other than those 
enumerated above, the Director, Finance 
Office, will make the necessary arrange¬ 
ments. 

(f) If any collection has been proc¬ 
essed to the borrower’s note account 
subsequent to the date on which the sell¬ 
ing price of the note was computed and 
prior to the effective date of the assign¬ 
ment, the Finance Office will process a 
check to the assignee for the amount of 
the payment to which he is entitled. 

§ 1873.8 Alignment of insured notes 
held by the Fanners Home Adminis¬ 
tration as trustee for a State Rural 
Rehabilitation Corporation under a 
section 2(f) agreement. 

(a) Assignment to a private buyer. 
(1) Upon completion of negotiations for 
assignment to a buyer of notes held un¬ 
der a 2(f) agreement, the State Office 
will send the notes to be assigned to the 
Director, Finance Office, by certified 
mail, return receipt requested, and will 
advise the Director. Finance Office, of: 

(1) The legal name and correct mail¬ 
ing address of the buyer; also, the legal 
name and mailing address of the recipi¬ 
ent. if collections are to be remitted to 
other than the buyer. 

(ii) The manner and time of delivery 
of the notes. 

(Iii) Agreed upon arrangements ior 
making payment. 

(iv) The effective date of the sale. 

(v) Any other information particu¬ 
larly significant or pertinent to the terms 
and conditions of the sale. 

(2) The Director, Finance Office, win 
send to the buyer a list of the 
showing each borrower’s name and cas 
number and the selling price of each 
note as of the effective date of the 
assignment. 
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<3) If payment will be made in ad¬ 
vance of delivery of the endorsed notes, 
the Director. Finance Office, will request 
the buyer to forward a check or draft 
before the effective date of assignment, 
drawn to the order of “Farmers Home 
Administration, Trustee of the (insert 
name of the State Rural Rehabilitation 
Corporation),” in the amount of the 
total selling price of all the notes. If 
the buyer is an individual, payment by 
certified check or cashier’s check will be 
required. Upon receipt of payment, the 
Director, Finance Office, will: 

(i) Endorse each promissory note for 
assignment. 

(ii) Send the notes to the buyer, return 
receipt requested, with a letter of trans¬ 
mittal listing each note separately and 
acknowledging the assignment thereof. 

(4) If a sight draft is used, the Di¬ 
rector, Finance Office, will attach it to 
the endorsed notes and forward them to 
the bank designated by the buyer. 

(5) If the negotiated terms and con¬ 
ditions of the sale provide for delivery 
and payment by means other than those 
enumerated above, the Director, Finance 
Office, will make the necessary arrange¬ 
ments. 

(6) If any collection has been proc¬ 
essed to the borrower’s note account 
subsequent to the date on which the sell¬ 
ing price of the note was computed and 
prior to the effective date of assignment, 
the Finance Office will process a check 
to the assignee for the amount of the 
payment to which he is entitled. 

(b) Assignment to the Insurance 
Fund . When it becomes necessary to 
assign to the Insurance Fund a loan 
held under a 2(f) agreement, the State 
Director will send the note to the Fi¬ 
nance Office and request the Director, 
Finance Office, to take the necessary 
steps immediately to assign the loan 
to the Insurance Fund. 

(Sec. 2. 64 Stat. 98; 40 U.S.C. 440) 


PART 1874—ASSIGNMENT OF 
INSURED MORTGAGES 


_ Subport A—General 

Sec. 

1874.1 Scope. 

1874.2 Definitions. 

1874.3 Authorities. 

1874.4 General policies. 

1874.5 Assignment of insured mortgage by 

private holder to private buyer. 

1874.6 Assignment of insured mortgages to 

the Government. 

1874.7 Assignment of Insured mortgage 

from insurance fund to private 
buyer. 

1874.8 Assignment of Insured mortgage 

held by the Farmers Home Ad¬ 
ministration as trustee for a State 
Rural Rehabilitation Corporation 
under a section 2<f) agreement. 


Subport 8—Assigning Insured Mortgages to »h< 
Government as Trustee 


1874.21 

1874.22 

1874.23 

187424 

187425 


General. 

Authorities. 

Assigning mortgages to the Govern 
ment as trustee. 

Assignment of notes. 

Notification to State Director. 


Subpart C—Placing Mortgages in Trust with tho 
Government by Declaration of Trust 

Sec 

1874.31 General. 

1874.32 Execution of declarations of trust. 

1874.33 Distribution of documents. 

1874.34 Assignment of notes. 

Authority: The provisions of tills Part 1874 
issued under secs. 308, 309. 339. 75 Stat. 308, 
309, 318, sec. 4. 64 Stat. 100; 7 U.S.C. 1928, 
1929, 1989. 40 U.S.C. 442; Orders of Sec. of 
Agr., 19 F.R. 74, 28 F.R. 8403. 27 F.R, 5005, 
9957, except as otherwise noted. 

Subpart A—General 

§ 1871.1 Scope. 

This subpart prescribes the authori¬ 
ties, policies, and procedures for process¬ 
ing the assignment of insured Farm 
Ownership mortgages which run to the 
lender as mortgagee and which are not 
subject to a trust assignment pursuant 
to subpart B of this part 1874 or to a 
declaration of trust pursuant to Subpart 
C of this part. It includes the assign¬ 
ment by a private holder to a private 
buyer or to the Government, the assign¬ 
ment by the Government (insurance 
fund) to a private buyer, and the assign¬ 
ment to a private buyer or to the Gov¬ 
ernment of an insured mortgage held by 
the Farmers Home Administration as 
trustee of the assets of a State Rural Re¬ 
habilitation Corporation under section 
2(f) of the Rural Rehabilitation Cor¬ 
poration Trust Liquidation Act (40 
U.S.C. 440(f)). 

§ 1871.2 Definition*. 

As used in this subpart the term: 

(a) “Private buyer” is any purchaser 
of an insured mortgage other than the 
Government or the Government as trus¬ 
tee for a State Rural Rehabilitation 
Corporation under a section 2(f) 
agreement. 

(b) “Holder” is the current owner of 
an insured mortgage. “Private holder” 
is any holder other than the Govern¬ 
ment or the Government as trustee for 
a State Rural Rehabilitation Corpora¬ 
tion under a section 2(f) agreement. 

(c) “Value” of an insured mortgage is 
the outstanding unpaid principal plus 
the amount of unpaid accrued interest 
on the note account, plus the unpaid 
amount of advances, if any, made by a 
holder for property insurance premiums, 
taxes, assessments, water charges, and 
other payments in discharge of liens 
which are prior to the mortgage. 

(d) “Insurance fund” is the Agricul¬ 
tural Credit Insurance Fund made avail¬ 
able under section 309 of the Consoli¬ 
dated Farmers Home Administration Act 
of 1961 for the discharge of obligations 
of the Farmers Home Administration 
under its insurance endorsements. 

(e) “Mortgage and related instill¬ 
ments” includes the original mortgage 
(deed of trust or other security instill¬ 
ment), the promissory note (bond), the 
triple agreement (Form FHA-359), if 
any, the original executed instrument of 
assignment, if a separate instrument w as 
used, and any other documents held by 
the assignor relating to the mortgage 
transaction, such as copies of any par¬ 
tial releases from the lien of the mort¬ 


gage, the originals of any previous in¬ 
strument of assignment, and Form FHA- 
38, “Letter of Certification,” if one was 

issued. 

(f) “Fixed period” is the agreed period 
of years during which a mortgage is not 
assignable to the Government unless the 
borrowed is in default. 

§ 1871.3 Vutlioritie*. 

Subject to the policies and procedures 
prescribed in this subpart: 

(a) The Director, Finance Office is au¬ 
thorized, on behalf of the Government, 
in connection with the assignment of in¬ 
sured mortgages, to execute required 
documents and to perform other neces¬ 
sary steps, including but not limited to: 

(1) Acknowledging receipt of notice of 
assignment of an insured mortgage. 

(2) Requiring the holder of an insured 
mortgage to assign the mortgage to the 
Government, when requested to do so by 
the State Director. 

(3) Approving the request of a holder 
to have the Government purchase the 
mortgage. 

(4) Accepting the assignment of an 
insured mortgage on behalf of the in¬ 
surance fund, assigning such mortgage, 
endorsing the note for assignment, and 
endorsing the note for reinsurance. 

(5) Authorizing disbursements from 
the insurance fund for mortgages being 
assigned to the Government. 

(6) Executing Form FHA 471-5, 
“Supplemental Purchase Agreement 
<Automatic Renewal),” and Form FHA 
471-6, “Reinsurance and Repurchase 
Agreement (Automatic Renewal).” 

(7) Assigning an insured mortgage 
held by the United States as trustee of 
the assets of a State Rural Rehabilita¬ 
tion Corporation under a section 2(f) 
agreement. 

(b) The State Director is authorized 
to require assignment of an insured 
mortgage to the Farmers Home Admin¬ 
istration when the borrower is in default 
in connection with voluntary convey¬ 
ance, foreclosure, transfer, or any other 
servicing action relating to liquidation 
of the borrower’s account. If the State 
Director believes assignment is necessary 
for other servicing actions not relating 
to liquidation of the account, such as¬ 
signment may be approved in justified 
cases when the borrower is in default 
upon prior concurrence of the National 
Office. Ordinarily, a case will be sub¬ 
mitted to the National Office only when 
it is determined to be in the best interests 
of the Government. 

§ 1871.1 General policies. 

(a) Conditions of assignment. When 
insured mortgages are assigned between 
private holders, notice of such assign¬ 
ment, executed by both the assignor and 
the assignee, must be given to the Farm¬ 
ers Home Administration. The Govern¬ 
ment may require assignment of an 
insured mortgage if the borrower is in 
default. The holder has the privilege 
of assigning a mortgage to the Govern¬ 
ment when a borrower has been in de¬ 
fault for more than 12 months or during 
the one-year period following the ex¬ 
piration of a fixed period. Insured loans 
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that have been acquired by the insur¬ 
ance fund may be assigned to private 
buyers provided the borrower is not in 
default. 

(b) Selling price. Whenever an in¬ 
sured mortgage is purchased or sold by 
the Government, whether in its own right 
or as trustee of the assets of a State 
Rural Rehabilitation Corporation, the 
selling price will be the value of the 
mortgage. The selling price of an in¬ 
sured mortgage assigned by one private 
holder to another will be determined 
by the assignor and the assignee and 
may differ from the value of the 
mortgage. 

(c) Method of assignment . Insured 
mortgages will be assigned in accord¬ 
ance with the law of the State in which 
the mortgaged property is located. The 
Office of the General Counsel will advise 
the Director, Finance Office, of the ap¬ 
propriate method or methods of assign¬ 
ment to be used in each State. In States 
in which recordation is necessary (see 
paragraph (e) of this section), the 
mortgage will be assigned by a separate 
instrument of assignment, except that 
recordation may be made by marginal 
entry when a mortgage is assigned be¬ 
tween private parties and the mortgaged 
property is located in Arkansas, Indiana, 
Iowa, Kentucky, Mississippi. Nevada, 
Ohio, or Wyoming. The promissory note 
will be assigned by endorsement "to the 
order of" and delivery to, the assignee. 
Assignment of the mortgage may be af¬ 
fected by endorsement and delivery of 
the note when the mortgaged property 
is located in Colorado, Louisiana, Mis¬ 
souri, Tennessee, Virginia, or Puerto 
Rico. 

(d) Form of assignment. Assignment 
forms will be furnished by the Farmers 
Home Administration to the holder for 
use in states in which recordation is nec¬ 
essary. In assignments between private 
parties, the holder may, at his option, 
use any other appropriate form of assign¬ 
ment which transfers to the assignee all 
rights, interests, and claims of the as¬ 
signor arising out of the mortgage 
transaction. 

(e) Recording of assignments. All as¬ 
signments will be recorded in the land 
records except when the mortgaged 
property is located in Colorado, Louisi¬ 
ana, Missouri, Tennessee, Virginia, or 
Puerto Rico. The assignee is responsible 
for recording the assignment of an in¬ 
sured mortgage and for paying the re¬ 
cording fee. When the Farmers Home 
Administration is the assignee and recor¬ 
dation is necessary as provided herein, 
the County Supervisor will have the as¬ 
signment recorded and pay the fee. 

(f) Responsibilities of the Director , 
Finance Office. The Director. Finance 
Office, will: 

(1) Advise holders regarding the pro¬ 
cedures to be followed for assigning in¬ 
sured mortgages. 

(2) Perform the necessary steps, on 
behalf of the Government, in connection 
with the assignment of insured mort¬ 
gages. 

(3) Notify the National Office of mort¬ 
gages held by the insurance fund that 
are eligible for assignment. 
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(4) Notify the National Office 60 days 
prior to the expiration of the fixed period 
of each loan. 

(5) Notify holders whenever a bor¬ 
rower is in default on the installments 
on his note, whenever other defaults oc¬ 
cur of which the Director, Finance Of¬ 
fice, receives notice from the State 
Director, and whenever any of such 
defaults are corrected. 

(6) Advise the holder of the options 
available to him at the expiration of the 
fixed period. Any holder may, at his 
option, (i) within a period of one year 
beginning after the expiration of the 
period specified in the triple agreement 
or in the insurance endorsement, as the 
case may be, have the mortgage loan pur¬ 
chased by the Government, and if such 
option is exercised, the Government will 
pay the holder by United States Treas¬ 
ury check an amount equal to the value 
of the mortgage; (ii) accept any new 
agreement which may be offered by the 
Government to purchase the loan; or 
(iii) retain the loan until it is paid in full, 
refinanced or assigned to another lender. 

(g) Responsibilities of the National 
Office. The National Office is responsible 
for negotiating with private buyers for 
the assignment of mortgages acquired by 
the insurance fund or for the account of 
a State Rural Rehabilitation Corpora¬ 
tion under a section 2(f) agreement. 

§ 1874.5 Assignment of insured mort¬ 
gage by private holder to private 
buyer. 

(a) Upon receipt of notice from a 
holder of intention to assign an insured 
mortgage, the Director, Finance Office, 
will send any accumulated payments on 
the loan to the holder and furnish the 
holder with appropriate information on 
how to complete the assignment. The 
Director, Finance Office, also will send 
the holder a copy of Form FHA-756 or 
FHA 471-7, "Notice and Acknowledge¬ 
ment of Sale," a statement of account, 
and assignment forms, if needed. 

(b) If the Director, Finance Office, 
receives information that an insured 
mortgage has already been assigned, he 
will inform the holder of any additional 
steps that are needed to complete the 
assignment and request the holder to 
furnish a completed Form FHA-756 or 
FHA 471-7. 

(c) Upon receipt of a properly com¬ 
pleted Form FHA-756 or FHA 471-7 and 
a conformed copy of the instrument of 
assignment, if a separate instrument of 
assignment was used, the Director, Fi¬ 
nance Office, ■will prepare, execute, and 
date the acknowledgment section of 
Form FHA-756 or FHA 471-7. He will 
send a facsimile of the completed Form 
FHA-756 or FHA 471-7 to the assignee, 
the assignor, and the County Supervisor, 
and retain the original. Upon execu¬ 
tion of the acknowledgement of notice of 
sale on Form FHA-756 or FHA 471-7, the 
assignment shall be binding upon the 
Government from the date of the assign¬ 
ment. provided a valid assignment of the 
note and mortgage has been effected, and 
provided further that, except when the 
mortgaged property is located in Colo¬ 
rado, Louisiana, Missouri, Puerto Rico, 
Tennessee, or Virginia, the assignment 


has been properly recorded in the land 
records. The Government assumes no 
liability for any payment transmitted to 
the assignor prior to the date of the 
acknowledgment of notice of sale on 
Form FHA-756 or FHA 471-7. 

(d) The Finance Office will transmit 
payments to the assignee after the date 
of the acknowledgement on Form FHA- 
756 or FHA 471-7 and will notify the 
assignor and assignee of any payments 
processed to the assignor subsequent to 
the date of the assignment or the state¬ 
ment of account, whichever is earlier, 
and prior to the date of acknowledgment. 
The Fanners Home Administration will 
assume no liability for failure to give 
such notice and for adjustment of these 
payments between the assignor and the 
assignee. 

§ 1874.6 Assignment of insured mort¬ 
gages to the Government. 

(a) Assignment at the request of the 
holder . The following actions will be 
taken whenever the holder of an insured 
mortgage requests that the Government 
accept assignment of the mortgage after 
the borrower has been in default for more 
than a year or during the 12-month 
period following the expiration of a fixed 
period. 

(1) The Director, Finance Office, will 
inform the holder regarding the proce¬ 
dures to be followed to effect the assign¬ 
ment. He also will send him copies of 
the assignment form, unless the assign¬ 
ment can be effected merely by endorse¬ 
ment and delivery of the note. 

(2) Upon receipt of the mortgage and 
related instruments, and the executed 
instrument of assignment, if any, the 
Director, Finance Office, will acknowl¬ 
edge receipt of the mortgage and related 
instruments, process payment to the as¬ 
signor for an amount equal to the value 
of the mortgage as of the date of the 
Treasury check and send to the County 
Office a copy of Form FHA 451-5, "Noti¬ 
fication of Insured Loan Payment," for 
the payment to the assignor, together 
with the original mortgage and related 
documents. If a separate instrument of 
assignment was used, it will be sent to 
the County Office for recording with a 
request that it be returned to the Finance 
Office when recorded. 

(b) Assignment at request of the 
Farmers Home Administration. The 
County Supervisor will request the Fi¬ 
nance Office to require the holder to as¬ 
sign the insured mortgage to the Govern¬ 
ment when approval of such assignment 
is received from the State Office. The 
procedures for assigning such an insured 
mortgage will be the same as those pre¬ 
scribed in paragraph (a) of this section, 
except that the Director. Finance Office, 
will inform the holder that it is neces¬ 
sary for the Government to require as¬ 
signment of the Mortgage in order to 
service the account properly. 

(R.S. 3648, as amended; 31 UJS.C. 529) 

§ 1874.7 Assignment of insured mort¬ 
gage from insurance fund to private 
buyer. 

Upon completion by the National Office 
of the negotiations for assignment to s 
private buyer of insured mortgages held 


FEDERAL REGISTER, VOL. 31, NO. 215—FRIDAY, NOVEMBER A, 1966 






by the insurance fund, the National 
Office will advise the Director, Finance 
Office, of the terms, conditions, and ef¬ 
fective date of the assignment. The 
Director. Finance Office, will send to the 
buyer a list of the mortgages showing 
each borrower's name and case number 
and the value of each mortgage as of the 
effective date of the assignment. 

(a) If payment will be made in ad¬ 
vance of delivery of the executed security 
documents, the Director, Finance Office, 
will request the buyer to forward a check 
or draft before the effective date of as¬ 
signment, drawn to the order of the 
Farmers Home Administration in the 
amount of the total value of all the mort¬ 
gages. If the buyer is an individual, 
payment by certified check or cashier's 
check will be required. Upon receipt of 
payment, the Director, Finance Office 
will: 

(1) Prepare and execute an instru¬ 
ment of assignment for each mortgage, 
if one is required. 

(2) Endorse each note for assignment. 

(3) Execute a Form FHA 471-6 except 

when the original fixed period has not 
expired, or when a Repurchase Agree¬ 
ment has not been offered to the buyer. 
When Form FHA 471-6 is not executed, 
a reinsurance provision will be added to 
the endorsement of the note as follows: 
"The debt evidence by this note is hereby 
reinsured as of_, 19__.” 

(4) Send the mortgage and related in¬ 
struments including Form FHA 471-6, if 
one was executed, to the purchaser by 
registered mail, return receipt requested. 

(b) If the sight draft method is used, 
the Director, Finance Office, will attach 
a sight draft to the executed security 
documents and send them to the bank 
designated by the buyer by registered 
mail, return receipt requested. The 
buyer will pay the bank’s charge for 
handling the transaction. The remit¬ 
tance must be dated on or before the 
effective date of assignment. 

(c) The Director, Finance Office, will 
request the assignee to have the assign¬ 
ment recorded in States where recorda¬ 
tion is necessary. He will send a con¬ 
formed copy of the assignment form to 
the County Supervisor for filing in the 
borrower's County Office case folder. In 
States where a separate instrument of 
assignment is not used, the Director, 
Finance Office, will advise the County 
Supervisor of the assignment by letter. 

id) If any payment has been processed 
to the borrower's note account subse¬ 
quent to the date on which the value of 
the mortgage was computed and prior to 
the effective date of the assignment, the 
Finance Office will process a check to 
the assignee for the amount of the pay¬ 
ment. 

b 1871.8 Assignment of insured mort¬ 
gage held by the Farmers Home Ad¬ 
ministration an trustee for a State 
Kura! Rehabilitation Corporation 
under a section 2(f) agreement. 

Th a) ^Monment to a private buyer . 

ne steps involved in assigning a mort- 
b ge from the United States as trustee 
I0r a State Rural Rehabilitation Cor¬ 
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poration to a private buyer are generally 
the same as those prescribed in § 1874.7 
for the assignment of mortgages from 
the insurance fund, except that Form 
FHA 471-6 will not be executed and a 
reinsurance provision will not be in¬ 
cluded in the endorsement of the note. 

(1) The Director, Finance Office, will 
request the State Director to forward to 
the Finance Office, return receipt re¬ 
quested, the mortgages and related in¬ 
struments to be assigned. 

(2) The Director, Finance Office, will 
request the buyer to make the check or 
draft payable to the ‘‘Farmers Home 
Administration, Trustee of the (insert 
name of the State Rural Rehabilitation 
Corporation) 

(3) Upon receipt of payment from the 
buyer, the Director, Finance Office, will: 

(i) Execute an assignment form for 
each mortgage, unless the assignment is 
accomplished merely by endorsement 
and delivery of the note. 

(ii) Endorse each promissory note on 
behalf of the United States as trustee of 
the (use name of the State Rural Reha¬ 
bilitation Corporation). When a sepa¬ 
rate instrument of assignment is not 
used, the effective date of the assignment 
will be added to the endorsement. 

(iii) Send the mortgage and related 
instruments to the buyer, return receipt 
requested, with a letter of transmittal 
listing each mortgage separately and 
acknowledging the assignment thereof. 

(4) If the sight draft method is used, 
the Director, Finance Office, will attach 
a sight draft to the executed assignment 
form, if any, the mortgage, and related 
instruments and forward these docu¬ 
ments to the bank designated by the 
buyer. 

(b) Assignmeiit to the insurance fund. 
When the State Director approves such 
assignment, he will: 

(1) Execute any necessary assignment 
instruments in accordance with the ad¬ 
vice of the Director, Finance Office, and 
endorse the note in the manner specified 
in paragraph (a) of this section. 

(2) Notify the Director, Finance Of¬ 
fice, that he has taken the necessary ac¬ 
tion to assign the loan to the insurance 
fund. 

(3) Request the Director, Finance Of¬ 
fice, to process payment to the revolving 
fund of the State Rural Rehabilitation 
Corporation for the value of the mort¬ 
gage as of the effective date of assign¬ 
ment. 

Subpart B—Assigning Insured Mort¬ 
gages to the Government as Trustee 

§ 1871.21 General. 

This subpart prescribes the authori¬ 
ties, policies, and procedure for assign¬ 
ing to the Government, as trustee, those 
insured Farm Ownership mortgages 
which run to the lender as mortgagee. 
The mortgage will be held in trust for 
the benefit of the holder of the note. 
When such an assignment has been com¬ 
pleted, the Government will take all 
actions usually performed by mortgagees, 
including the execution of partial re¬ 


mit 

leases, subordinations, and satisfactions. 
Holders of the notes may then sell them 
separately by endorsement and delivery 
without further assignment of the mort¬ 
gages. Notice of such sales, neverthe¬ 
less, must be given to the Government. 

(a) Assignments of insured Farm 
Ownership mortgages to the Govern¬ 
ment in trust may be executed by holders 
of such mortgages when they sell the 
notes to buyers who have agreed to such 
assignment, except when the mortgaged 
property is located in Colorado, Louisi¬ 
ana. Missouri or Puerto Rico. 

(b) Assignments of insured Farm 
Ownership mortgages to the Government 
in trust also may be executed by holders 
who retain the notes, except when the 
mortgaged property is located in Alaska, 
Colorado, Louisiana, Missouri, Nevada, 
Puerto Rico, or South Carolina. 

(c) Assignments of insured Farm 
Ownership mortgages to the Government 
in trust may be executed by holders 
preparatory to selling the notes to the 
Government for the insurance fund, ex¬ 
cept when the mortgaged property is 
located in Alaska, Colorado. Louisiana, 
Missouri, Nevada, Puerto Rico, or South 
Carolina. 

§ 1874.22 Authorities. 

Subject to the policies and procedures 
prescribed in this subpart, the Director, 
Finance Office, is authorized on behalf 
of the Government, in connection with 
insured Farm Ownership mortgages as¬ 
signed or to be assigned to the Govern¬ 
ment under a trust assignment, to 
execute required documents and perform 
other necessary acts, including but not 
limited to: 

(a) Informing holders and prospective 
holders of insured Farm Ownership 
mortgages of the advantage of, and 
procedure for, making assignments of 
mortgages In trust, and of the options 
available to the holder at the expiration 
of the fixed period as provided in 
§ 1874.4(f)(6). 

(b) Furnishing approved forms of 
trust assignment. 

(c) Acknowledging notices of sale of 
Farm Ownership notes. 

(d) Executing Form FHA 471-6, "Re¬ 
insurance and Repurchase Agreement 
(Automatic Renewal)and Form FHA 
471-5, "Supplemental Purchase Agree¬ 
ment (Automatic Renewal).” 

§ 1371.23 Assigning mortgages to the 
Government as trustee. 

(a) The Director, Finance Office, will 
advise any holder or buyer of an insured 
Farm Ownership mortgage who is inter¬ 
ested in a trust assignment of the pro¬ 
cedures to be followed. 

(b) When the Government holds sal¬ 
able notes and mortgages, either for the 
insurance fund, or as Trustee of a State 
Rural Rehabilitation Corporation under 
a section 2(f) agreement, the mortgages 
may be assigned to the Government in 
trust in connection with the sale of the 
notes. 

(c) The assignment of mortgages to 
the Government in trust shall be accom¬ 
plished by the holder executing an ap¬ 
proved form of trust assignment covering 
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each mortgage. The Director, Finance 
Office, will provide the holder with the 
required number of forms and with in¬ 
structions for completing and executing 
them. The holder, after executing a 
form for each loan, will return it to the 
Finance Office, along with the original 
recorded mortgage and related docu¬ 
ments, such as previous assignments, 
partial releases, subordination agree¬ 
ments, and water stocks. Any Forms 
FHA-359, “Borrower-Insurer-Lender 
Triple Agreement/’ FHA-38, “Letter of 
Certification,” and FHA 471-5 will not 
be sent to the Finance Office, but will 
be transferred or retained with the note. 

(d) Upon receipt of the executed form 
of trust assignment, the Director, Fi¬ 
nance Office, will forward it and any 
prior assignments which have not been 
recorded, to the appropriate County 
Supervisor for recording where the orig¬ 
inal mortgage was recorded. The re¬ 
cordation fee will be paid by the Govern¬ 
ment. The original mortgage and 
related documents will be kept in the 
County Office, except for water stock 
which will be kept in the State Office. 
The State Director will take such action 
as may be necessary to transfer the water 
stock on the books of the company, have 
the certificates endorsed or new certi¬ 
ficates issued, or obtain a new pledge 
agreement, when required, as the case 
may be. The original recorded trust 
assignment will be forwarded to the 
holder of the note. 

§ 1874.24 Assignment of notes. 

(a) Between private parties. After 
a trust assignment has been effected, the 
note may be bought and sold by private 
holders independently of the mortgage, 
without disturbing the trust. The 
assignment will be processed in accord¬ 
ance with § 1873.5 of this chapter. The 
original trust assignment and any Forms 
FHA-359. FHA-38, or FHA 471-5 Will be 
delivered to the buyer with the note. 

(b) To the Government. (1) When 
the noteholder requests that the Gov¬ 
ernment accept assignment of the note 
during the 12-month period following 
the expiration of a fixed period, the 
assignment will be handled in accordance 
with § 1873.6 of this chapter. The origi¬ 
nal trust assignment and any Forms 
FHA-359, FHA-38, or FHA 471-5 will 
be delivered to the Government with the 
note. 

(2) Assignment of the note to the 
Government at the request of the Farm¬ 
ers Home Administration will be handled 
in accordance with § 1874.3(b). When 
the State Director approves such assign¬ 
ment he will request the Director, 
Finance Office, to require the holder to 
endorse the note to the Government and 
to deliver the endorsed note, the original 
trust assignment, and any Forms FHA- 
359, FHA-38, or FHA 471-5 to the Gov¬ 
ernment; to pay the holder in full from 
the insurance fund; and in case of fore¬ 
closure, assign the mortgage to the Gov¬ 
ernment for the account of the insurance 
fund by executing an assignment from 
the Government as trustee on an ap¬ 
proved form. 
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(c) From the insurance fund to a 
private buyer . Upon completion of ne¬ 
gotiations for assignment to a private 
buyer of an insured note held by the 
insurance fund, when the mortgage is 
subject to a trust assignment, the assign¬ 
ment will be handled in accordance 
with § 1873.7 of this chapter. The orig¬ 
inal trust assignment and any Forms 
FHA-359. FHA-38. or FHA 471-6 will 
be delivered to the buyer with the note. 
The buyer will be informed in the trans¬ 
mittal letter that the mortgage is held 
by the United States in trust for the 
noteholder. 

§ 1874.25 Notification to State Director. 

Whenever servicing actions require the 
consent or approval of the State Director, 
the County Supervisor will be responsible 
for informing him that the mortgage is 
held by the Government in trust for the 
noteholder. 

Subpart C—Placing Mortgages in 

Trust With the Government by 

Declaration of Trust 

§ 1874.31 General. 

This subpart provides for placing in 
trust with the United States as trustee 
those insured Farm Ownership mort¬ 
gages running to the lender which were 
assigned outright to the United States 
for the account of the insurance fund 
and are not subject to a trust assign¬ 
ment pursuant to Subpart B of this part, 
in order that the security may be serv¬ 
iced by the Government as trustee and 
the holder of the note may sell it without 
executing an assignment of the mort¬ 
gage. Such mortgages may be placed in 
trust preparatory to selling the notes 
secured thereby out of the insurance 
fund. This subpart does not apply when 
the mortgaged property is located in 
Colorado, Louisiana, Missouri, or Puerto 
Rico. 


§ 1874.32 Execution of dccla rat ions of 
trust. 

The mortgages will be placed in trust 
by having the Government execute a 
“Declaration of Trust In Mortgage With 
United States As Trustee” (Form FHA- 

175._). The Director, Finance Office, is 

authorized on behalf of the United States 
of America to execute declaration of trust 
instruments and to perform any other 
necessary act or function in connection 
with placing such mortgages in trust 
with the United States; and to endorse 
promissory notes, execute Form FHA 
471-6, “Reinsurance and Repurchase 
Agreement (Automatic Renewal),” and 
other required documents, and perform 
other necessary acts or functions in con¬ 
nection with loans secured by mortgages 
placed in trust with the United States 
under such declarations. 

§ 1874.33 Distribution of documents. 

After a declaration of trust is executed 
it will be forwarded to the County Super¬ 
visor for recording, and the original re¬ 
corded declaration of trust and the mort¬ 
gage and related documents will be dis¬ 
tributed in a manner similar to that pro¬ 
vided in § 1871.23(d) of this chapter. 


§ 1874.34 Alignment of notes. 

After a mortgage has been placed in 
trust under such declaration, the pro¬ 
cedure prescribed hi § 1874.24 generally 
will apply with respect to the assignment 
of the note secured by the mortgage. 


SUBCHAPTER G —MISCELLANEOUS REGULATIONS 

PART 1886—DISPOSAL OF RESERVED 
MINERAL INTERESTS 

Subpart A—Sales 

Sec. 

1886.1 General. 

1886.2 Actions by State Directors. 

1886.3 Sales in $1.00 per application areas. 

1886.4 Sales in fair market value areas. 

1886.5 Failure to accept delivery of quit¬ 

claim deeds. 

Authority: The provisions of this Part 
1886 Issued under secs. 4. 6. 64 Stat. 100, 770; 
40 U.S.C. 442. 7 U.S.C. 1038. Interpret or ap¬ 
ply sec. 2, 60 Stat. 1062. as amended, sec. 2. 64 
Stat. 98. secs. 1, 2. 3. 5. 7. 64 Stat. 769. 770; 
40 UB.C. 440, 7 U.S.C. 1001 note, 1033, 1034, 
1035, 1037, 1039. 

Subpart A—Sales 

§ 1886.1 General, 

(a) Public Law 760, 81st Congress, ap¬ 
proved September 6, 1950, provides for 
the disposal by the Government of cer¬ 
tain reserved mineral interests under the 
Jurisdiction of the Farmers Home Ad¬ 
ministration. Such reserved mineral in¬ 
terests covered by a single application 
will be sold for a total consideration of 
one dollar in areas in which the Secre¬ 
tary of Agriculture determines that there 
is no active mineral development or leas¬ 
ing. Such areas are referred to in this 
subpart as “$1.00 per application areas.” 
In other areas the reserved mineral in¬ 
terests will be sold for their fair market 
value. Such areas are referred to in this 
part as “fair market value areas.” 

(b) This part prescribes the au¬ 
thorities, policies, and procedures for 
6ale of reserved mineral interests which 
are under the jurisdiction of the Farm¬ 
ers Home Administration, including re¬ 
served mineral interests representing 
assets of Defense Relocation Corpora¬ 
tions which are conveyed to the Gov¬ 
ernment pursuant to liquidation or other 
agreements, and reserved mineral inter¬ 
ests representing assets of State Rural 
Rehabilitation Corporations which are 
conveyed to the Government pursuant 
to agreements entered into under section 
2 (f) of Public Law 499, 81st Congress, 
authorizing the Government to sell such 
reserved mineral interests in the manner 
and on the terms and conditions pro¬ 
vided for in Public Law 760. 

§ 1886.2 Actions by Slate Directors. 

Subject to the policies and procedures 
contained in this subpart. State Direc¬ 
tors will take the following actions with 
respect to the sale of reserved mineral 
interests covered by this subpart. 

(a) Accept or reject applications and 
offers to purchase. 

(b) Obtain appraisal reports and de¬ 
termine fair market values in fair mar¬ 
ket value areas. 

(c) Procure and approve vouchers and 
certified invoices in payment of author¬ 
ized expenses. 
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<d) Execute deeds and other instru¬ 
ments necessary in connection with sales. 

§1886.3 Sales in $1.00 per application 
areas. 

(a) Issuance of forms and advice to 
applicants. Upon request, the County 
Supervisor will furnish each prospective 
applicant with two copies of Form FHA- 
987. “Application to Purchase Reserved 
Mineral Interests in $1 Per Application 
Areas,” and will instruct him as to the 
manner in which it should be completed. 
The County Supervisor will also advise 
each prospective applicant as to the 
terms and conditions applicable to the 
sale of the reserved mineral interests 
under his land. 

(b) Terms and conditions of sale. 
Each sale will be made under the follow¬ 
ing terras and conditions: 

(1) Eligible purchasers. To be eli¬ 
gible for the purchase of such reserved 
mineral interests, applicants must be 
private persons who at the time of ap¬ 
plication are the owners of the surface 
of the land covered by the application. 

(2) Application to purchase. The 
original of Form FHA-987 will be filed 
with the County Supervisor serving the 
county in which the reserved mineral 
interests are located. Such applications 
could not be made prior to December 5, 
1950, and cannot be made later than 
September 5, 1957. A single application 
may cover all of the reserved mineral 
interests under lands owned by the appli¬ 
cant in the same county, whether the 
tracts are contiguous or not and even 
though the mineral reservations were 
made in more than one deed. No appli¬ 
cation will be accepted for an undivided 
interest in the minerals reserved by the 
Government or State Rural Rehabilita¬ 
tion or Defense Relocation Corporation. 
One of several joint owners may apply on 
behalf of all owners of the surface rights. 

(3) Establishment of surface title. 
Applicants must establish, at their own 
expense, to the satisfaction of the Gov¬ 
ernment, that on the date of their appli¬ 
cation. they and any other persons on 
whose behalf the application is made, 
are the owners of the surface of the land 
covered by their application. Appli¬ 
cants will be required to furnish evidence 
of their surface title in the form of a 
supplemental abstract of title or an attor¬ 
ney’s opinion or certificate of title based 
on examination of the records. Addi¬ 
tional title evidence which the Govern¬ 
ment deems necessary for use in deter¬ 
mining the surface ownership also may 
be required. Such evidence of surface 
title will cover at least the period from 
the time of recordation of the surface 
deed or deeds in which the mineral reser¬ 
vations were made (or from the time of 
recordation of the transfer deed or deeds 
approved by the Government in transfer 
cases) through the date of execution of 
Form FHA-987. 

(4) Sales price and terms. The re¬ 
served mineral interests covered by a 
^pele application will be sold for $1.00 to 

,ct nciered wiUl application. 

. . 5) Conveyance. The reserved mineral 
nterests will be conveyed by use of Form 
r HA-65—, “Quitclaims Deed to Min¬ 
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erals.” All surface owners will be named 
as grantees in the quitclaim deed. The 
Government will not furnish the pur¬ 
chaser any base or supplemental abstract 
of title or any other title evidence. Fees 
for recording the quitclaim deed, and 
any revenue, sales, stamp, or other taxes 
that may be required by law in connec¬ 
tion with the conveyance will be paid by 
the purchaser. 

(c) Transmitting application dockets 
to the State Office. When Form FHA- 
987, the $1.00, and surface title evidence 
are delivered to the County Supervisor 
in proper form, he will issue Form FHA- 
37. “Receipt for Payment/' for the $1.00 
tendered with the application, and will 
transmit Form FHA-987 and the title 
evidence to the State Director. 

(d) Disposition of $1.00 tendered with 
application. The $1.00 tendered with the 
application will be held in suspense by 
the Finance Office until it receives noti¬ 
fication that the application has been 
rejected or that the sale has been con¬ 
summated. If the application is re¬ 
jected, the $1.00 will be returned to the 
applicant. If the sale is consummated, 
It will be applied as payment of the 
purchase price. 

(e) Processing dockets in State Office 
and closing sales . Upon receipt of an 
application docket from the County 
Office, the State Director will review the 
docket and will take the following 
actions: 

(1) Dockets showing applicants to be 
ineligible. If the docket as originally 
submitted or as subsequently corrected 
discloses that the applicant is not eligible 
to purchase the reserved mineral in¬ 
terests, the State Director will deliver or 
mail to the applicant Form FHA-988, 
“Notice of Rejection of Application to 
Purchase Reserved Mineral Interests in 
$1 Per Application Areas/' notifying the 
applicant that the application has been 
rejected. 

(2) Dockets showing applicants to be 
eligible. If the docket as originally sub¬ 
mitted or as subsequently corrected dis¬ 
closes that the applicant is eligible to 
purchase the reserved mineral interests, 
the State Director will accept the appli¬ 
cation and will execute and forward to 
the County Supervisor the original of 
Form FHA-65--, and any abstract of 
title submitted by the applicant as evi¬ 
dence of his surface title, together with 
closing instructions. The County Su¬ 
pervisor will close the sale transaction in 
the manner required by the closing 
instructions. 

§ 886.1 Saifs in fair market value areas. 

(a) Issuance of forms and advice to 
applicants. Upon request, the County 
Supervisor will furnish each prospective 
applicant with two copies of Form FHA- 
990, “Application and Offer to Purchase 
Reserved Mineral Interests in Fair Mar¬ 
ket Value Areas," and will instruct him 
as to the manner in which it should be 
completed. The County Supervisor will 
also advise each prospective applicant as 
to the terms and conditions applicable 
to the sale of the reserved mineral inter¬ 
ests under his land. 
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(b) Terms and conditions of sale. 
Each sale will be made under the follow¬ 
ing terms and conditions: 

(1) Eligible purchasers. To be eligible 
for the purchase of such reserved min¬ 
eral interests, applicants must be private 
persons who at the time of application 
are the owners of the surface of the land 
covered by the application. 

(2) Application and offer to purchase. 
The original of Form FHA-990 must be 
filed with the County Supervisor serving 
the county in which the reserved mineral 
interests are located. Such applications 
could not be made prior to December 5, 
1950, and cannot be made later than 
September 5, 1957. However, if an ap¬ 
plication is made within that period and 
is withdrawn, rejected, or terminated, 
another application and offer may be 
made within the same period of time. A 
single application may cover all of the 
reserved mineral interests under lands 
owned by the applicant in the same 
county, whether the tracts are contig¬ 
uous or not and even though the mineral 
reservations were made in more than 
one deed. No application will be ac¬ 
cepted for an undivided interest in min¬ 
erals reserved by the Government or 
State Rural Rehabilitation or Defense 
Relocation Corporation. One of several 
joint owners may apply on behalf of all 
owners of the surface rights. 

(3) Subsequent offers. If the offer 
contained in the application Is rejected 
by the Government and the application 
remains in efftet. subsequent offers on 
Form FIIA-992, “Subsequent Offer to 
Purchase Reserved Mineral Interests in 
Fair Market Value Areas/* may be filed 
by the applicant with the County Super¬ 
visor at any time while the application 
remains in effect. 

(4) Establishment of surface title. 
Applicants must establish, at their own 
expense, to the satisfaction of the Gov¬ 
ernment, that on the date of their appli¬ 
cation, they and any other persons on 
whose behalf the application is made, 
are the owners of the surface of the 
land covered by their application. Appli¬ 
cants will be required to furnish evidence 
of their surface title in the form of a 
supplemental abstract of title or an at¬ 
torney's opinion or certificate of title 
based on examination of the records. 
Additional title evidence which the Gov¬ 
ernment deems necessary for use in 
determining the surface ownership also 
may be required. Such evidence of sur¬ 
face title will cover at least the period 
from the time of recordation of the sur¬ 
face deed or deeds in which the mineral 
Interests were reserved (or from the time 
of recordation of the transfer deed or 
deeds approved by the Government in 
transfer cases) through the date of exe¬ 
cution of Form FHA-990. 

(5) Sales price. The reserved mineral 
interests covered by each application 
and offer will be sold for their fair mar¬ 
ket value as determined by the State 
Director in accordance with paragraph 

(c) of this section. 

(6) Terms. The reserved mineral in¬ 
terests will be sold for cash. 

(7) Conveyance. The reserved min¬ 
eral interests will be conveyed by use of 
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Form FHA-65. “Quitclaim Deed to 
Minerals/’ All surface owners will be 
named as grantees in the quitclaim deed. 
The Government will not furnish the 
purchaser any base or supplemental ab¬ 
stract of title or any other title evidence. 
Fees for recording the quitclaim deed, 
and any revenue, sales, stamp, or other 
taxes that may be required by law in 
connection with the conveyance will be 
paid by the purchaser. If any documen¬ 
tary. Internal Revenue, or other stamp 
taxes are required by law to be paid on 
the conveyance, the stamps will be fur¬ 
nished, affixed, and canceled by the pur¬ 
chaser at the time of delivery of the 
deed. If, at the date of the quitclaim 
deed, the reserved mineral interests are 
subject to any mineral lease, lease per¬ 
mit. or contract, the purchaser will be 
entitled to the Government’s interest 
thereunder in: 

(i) Any rentals under any lease on 
such minerals for the lease year or 
years beginning subsequent to the date 
of the quitclaim deed; 

(ii) The balance of minimum royalty 
becoming due and payable on such min¬ 
erals subsequent to the date of the quit¬ 
claim deed: and 

(iii) Any royalties or other income 
from the production or sale of such min¬ 
erals produced subsequent to the date 
of the quitclaim deed. 

(8) Duration of applications and o/- 
fers. Applications and offers on Form 
FHA-990 will terminate automatically 
one year from date thereof, unless they 
are previously accepted or rejected by 
the Government or withdrawn by the ap¬ 
plicant. Withdrawal or rejection of an 
offer will not in itself constitute with¬ 
drawal or rejection of an application, 
but withdrawal, rejection or termina¬ 
tion of an application will constitute 
withdrawal, rejection, or termination of 
an offer. 

(c) Transmitting application and of¬ 
fer dockets to the State Office. When 
Form FHA-990 and surface title evidence 
are delivered to the County Supervisor in 
proper form, he will: 

(1) Prepare a fair market value ap¬ 
praisal report reflecting the appraisal by 
the County Committee and County Su¬ 
pervisor as required in paragraph (e) 

(2) of this section. 

(2) Transmit to the State Director the 
original of Form FHA-990, the original 
appraisal report by the County Commit¬ 
tee and County Supervisor, and the re¬ 
quired title evidence. 

(d) Processing dockets in State Office 
and closing sales. Upon receipt of an 
application and offer docket from the 
County Office, the State Director will 
take the following action: 

(1) Docket showing applicant to he 
ineligible. If the docket as originally 
submitted or as subsequently corrected 
discloses that the applicant is not eli¬ 
gible to purchase the reserved mineral 
interests, the State Director will deliver 
or mail to the applicant Form FHA-991. 
“Notice of Acceptance or Rejection (Fair 
Market Value Areas)/’ notifying the ap¬ 
plicant that the application and offer 
have been rejected. 

(2) Docket showing applicant to he 
eligible . If the docket as originally sub¬ 
mitted or as subsequently corrected dis¬ 


closes that the applicant is eligible to 
purchase the reserved mineral interests, 
the State Director will determine 
whether a technical appraisal is neces¬ 
sary and, if so. obtain it as provided for 
in paragraph (e) (3) of this section, and 
will determine the fair market value in 
accordance with paragraph (e) of this 
section. 

(i) If the offer represents the fair 
market value, the State Director will ac¬ 
cept the application and offer and will 
execute and forward to the County 
Supervisor the original of Form FHA- 
65.—, and any abstract of title submitted 
by the applicant as evidence of his sur¬ 
face title, together with closing instruc¬ 
tions. The County Supervisor will close 
the sale transaction in the manner re¬ 
quired by the closing instructions. The 
amount of the sale price will be collected 
at the time of closing the sale, in the 
form of cash, a cashier’s check, certified 
check, or United States Postal Money 
Order. The County Supervisor will issue 
Form FHA-37 to the purchaser. 

(ill If the offer does not represent the 
fair market value of the reserved mineral 
interests, the State Director will notify 
the applicant that the application has 
been accepted but that the offer has been 
rejected. The notification will be made 
by use of Form FHA-991, which will be 
completed to show the reason for the 
rejection of the offer, and to advise the 
applicant as to the amount determined 
to represent the fair market value of the 
reserved mineral interests, and as to the 
period of time within which a subsequent 
offer in that amount would be acceptable 
to the Government. Two copies of the 
subsequent offer form, Form FHA-992, 
will be furnished to the applicant with 
the notice of rejection. 

(iii) If a subsequent offer on Form 
FHA-992 is received within the time and 
in the amount specified in Form FHA- 
991, the State Director will accept the 
offer, and the sale transaction will be 
completed in the manner provided for 
in subdivision (i) of this subparagraph. 
If a subsequent offer is received within 
the time specified in Form FHA-991 but 
in a different amount than specified 
therein, the offer will not be considered 
but will be immediately returned to the 
applicant personally or by mail with ap¬ 
propriate explanation. If a subsequent 
offer on Form FHA-992 is received after 
the date specified in Form FHA-991 
and while the application is still in 
effect, the subsequent offer will be con¬ 
sidered on the basis of the fair market 
value existing at the time action is 
taken thereon, and the offer will be 
handled as if it were an original offer. 
If an application is withdrawn by the 
applicant, rejected by the Government, 
or terminates, any abstract of title sub¬ 
mitted by the applicant as evidence of 
his surface title will be returned to him. 

(e) Establishment of fair market 
value. In fair market value areas, ap¬ 
praisals will be required and the re¬ 
served mineral interests will be sold for 
their fair market value. “Fair market 
value’’ as applied to the sale of such re¬ 
served mineral interests means the cash 
price for which they could reasonably be 
expected to sell upon negotiations be¬ 


tween a reasonably well-informed owner 
who is willing but not obligated to sell 
and a reasonably well-informed buyer 
who is able and willing but not obligated 
to buy. 

< 1) Fair market value. The fair mar¬ 
ket value of the reserved mineral inter¬ 
ests in each case will be established by 
the State Director taking into consid¬ 
eration the appraisal information, his 
personal knowledge, and any other avail¬ 
able pertinent information, including any 
information which is obtainable from 
State authorities on mineral develop¬ 
ment, production, and other relevant 
matters. 

(2) Appraisal by County Committee 
and County Supervisor. A fair market 
value appraisal will be made by the ap¬ 
propriate Farmers Home Administration 
County Committee and County Super¬ 
visor for the reserved mineral interests 
covered by each application in fair mar¬ 
ket value areas. Some of the factors to 
be considered in making such appraisals 
and to be covered by the appraisal report 
are geological information which may be 
available, leasing activity, lease bonus 
and rental prices, prices being paid for 
royalty or mineral rights in the imme¬ 
diate area, trading activity in royalty or 
minerals and leases, proximity to drilling 
or mining activity, and results of previous 
drilling or mining operations. 

(3) Technical appraisals. In some 
cases, the State Director may, because of 
the existence of development or other 
conditions, deem it necessary to obtain 
technical appraisals by persons experi¬ 
enced in the field of appraising minerals. 
Such appraisals may be made by qualified 
Government appraisers or by other qual¬ 
ified persons. 

§ 1886.5 Failure to accept delivery of 
quitclaim deeds. 

In any case in which the applicant 
does not accept delivery of the quitclaim 
deed of mineral interests (and pay the 
purchase price in fair market value 
areas) within fifteen (15) days from the 
date delivery is tendered to him, the con¬ 
tract resulting from the application, 
offer, and acceptances will terminate au¬ 
tomatically. and the County Supervisor 
will return the deed to the State Director 
for cancellation. The applicant will 
agree to such cancellation by the execu¬ 
tion of a rider attached to his applica¬ 
tion Form FHA-987 or FHA-990, and 
made a part of such application. 


PART 1887— SALE OF ABSTRACTS OF 
TITLE 

Sec. 

1887.1 General. 

1887.2 Sales authority. 

1887.3 Sales. 

Authority: The provisions of this Part 1&87 
issued under R.S. 161; 5 US.C. 22. Interpret 
or apply sec. 203, 63 Stftt. 385. as amended: 
40 UJS.C. 484. 

§ 1887.1 General. 

Government-owned abstracts of title 
covering lands in which the Government 
no longer has any interest will be consid¬ 
ered surplus personal property and sold. 
By memorandum dated February 27, 
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1952, the Administrator, General Serv¬ 
ices Administration, authorized the Sec¬ 
retary of Agriculture to dispose of sur¬ 
plus property abstracts under his juris¬ 
diction without further report of such 
abstracts to that Administration. 

§ 1887.2 Sales authority. 

State Directors, State Field Represent¬ 
atives, and County Supervisors are au¬ 
thorized to dispose of surplus abstracts 
of title as outlined in this part. Finance 
Office officials have negotiated sales au¬ 
thority. 

§ 1887.3 Sales, 

Sales of surplus abstracts of title will 
be for cash and generally will be nego¬ 
tiated in cases where the reasonable re¬ 
covery value involved in any one sale 
does not exceed $500. In the event it 
appears that the reasonable recovery 
value in any one sale will exceed $500, it 
is required that such abstracts be adver¬ 
tised for sale. All abstracts covering 
land owned by a particular individual 
may be sold as a unit, even though they 
cover separate, noncontiguous tracts. 

(a) Negotiated sales. Sales will be 
negotiated to the extent practical, at 
the best price obtainable, with (1) the 
owners, either surface or mineral, (2) 
local title companies, lawyers, or other 
persons engaged in preparing abstracts 
of title for the public generally, and (31 
persons holding a mortgage or other 
interest. When equal offers are received 
from owners and others, the sale should 
be made to the owners. In those cases 
where an abstract covers a tract of land 
which has been subdivided, and the land 
interests are held by several parties, 
determination should be made as to 
whether they wish to purchase the ab¬ 
stract Jointly. If all of them are not in¬ 
terested in making a joint purchase of 
the abstract, the abstract may be sold 
to any one or more of the several owners 
who are interested in buying it. 

(b) Advertised sales . If there should 
be cases where it appears that the 
reasonable recovery value of surplus 
abstracts of title in any one sale will 
exceed $500, the Finance Office will fur¬ 
nish the State Office with the required 
invitation to bid forms and necessary 
instruction for handling the matter and 
for the return of the bid docket to the 
Finance Office for execution of the con¬ 
tract of sale by an authorized contract¬ 
ing officer. 


PART 1891—WATERSHED LOANS 


Subpart A—Policies and Authorities 


Sec. 

1891.1 

1891.2 

1891.3 

1891.4 

1891.5 

1891.6 

1891.7 

1891.8 

1891.9 

1891.10 

1891.11 

1891.12 

1891.13 


General. 

Application for loans. 

Eligibility for loans. 

County Committee recommenda¬ 
tions and comments. 

Loan purposes. 

Loan limitations. 

Special requirements. 

Terms of loans. 

Security requirements. 

Approval of loans. 

Planning advances. 

Multiple loan advances. 

Loan closing. 


Sec. 

1891.14 Use of and accountability for loan 

funds. 

1891.15 Accounts and records of local 

organization. 

Subpart B—Processing and Servicing 

1891.21 General. 

1891.22 Application for loan. 

1891.23 County Committee recommenda¬ 

tions. 

1891.24 Preparation, assembly, and submis¬ 

sion of loan dockets. 

1891.25 Approval of loans. 

Authority : The provisions of this Part 1891 
issued under R.S. 161, 5 U.S.C. 22. Interpret 
or apply secs. 1-8, 68 Stat. 666-668. as amend¬ 
ed, secs. 8, 9, 70 Stat. 1090; 16 U.S.C. 1001- 
1007. 1006a, 1006b, E.O. 10584. 19 F.R. 8725, 
3 CFR 1954 Supp. 

Subpart A—Policies and Authorities 

§ 1891.1 General. 

Watershed loans to local organizations 
are authorized under the Watershed Pro¬ 
tection and Flood Prevention Act (Pub. 
Law 566, 83d Cong., as amended by Pub. 
Law 1018, 84th Cong.) referred to in this 
part as the act. The Secretary of Agri¬ 
culture is authorized by the act to give 
technical and financial help to local or¬ 
ganizations in planning and carrying out 
works of improvement for protecting and 
developing the land and water resources 
in small watershed or subwatershed 
project areas. Local people acting 
through their own local organizations 
must take the initiative and full respon¬ 
sibility for starting small watershed 
projects. 

(a) Definitions. (1) For Watershed 
loan purposes, the term "local organiza¬ 
tion” means a State or a department, 
agency, or political subdivision thereof, 
soil or water conservation district, irri¬ 
gation district, drainage district, flood 
prevention or control district, municipal 
corporation, or similar agency having au¬ 
thority under State law to carry out, 
maintain and operate works of improve¬ 
ment, and to borrow any repay loans for 
the installation thereof. 

(2) "Works of improvement" are de¬ 
fined as structural or land treatment 
measures needed in small watershed or 
subwatershed areas and included in a 
watershed work plan for (i) flood pre¬ 
vention to reduce floodwater, sediment, 
and erosion damage, or (ii) the conser¬ 
vation, development, utilization, and dis¬ 
posal of water. 

(3) A "watershed work plan" is a plan 
agreed upon by a local organization and 
the Soil Conservation Service for carry¬ 
ing out, operating, and maintaining 
works of improvement for protecting and 
developing land and water resources In 
a particular watershed or subwatershed 
area. It describes the watershed and its 
problems and needs. It contains esti¬ 
mates of costs, proposed cost-sharing ar¬ 
rangements, responsibilities, and eco¬ 
nomic justification for specific works of 
improvement desired by local people for 
protection and improvement of that 
watershed. When approved, it is the 
basis for extending Federal, technical, 
and cost-sharing assistance. It will be 
used by the Farmers Home Administra¬ 


tion when considering an application for 
a Watershed loan. 

(4) A "watershed project" is a system 
of works of improvement in a watershed 
or subwatershed area of not more than 
250,000 acres for flood prevention, irriga¬ 
tion, drainage, municipal water supply, 
or other water management purposes. 

(b) Coordination of Soil Conservation 
Service and Farmers Home Administra¬ 
tion responsibilities and activities. The 
Secretary of Agriculture assigned to the 
Farmers Home Administration responsi¬ 
bility for administering section 8 of the 
act relative to loans. The Soil Conserva¬ 
tion Service is responsible for adminis¬ 
tering the other sections of the act. The 
Memorandum of Understanding entered 
into by the Soil Conservation Service 
and the Farmers Home Administration 
covers policies and methods coordinating 
these assigned responsibilities. 

(c) Cost sharing. The act provides for 
sharing certain costs of installing works 
of improvement by the Federal Govern¬ 
ment and by local organizations. Under 
certain conditions, cost sharing and free 
engineering services are available for the 
items listed under 5 1891.5(a)(1). No 
cost sharing Is available to pay installa¬ 
tion costs allocated to water storage for 
the purposes listed in § 1891.5<a) <2» 
Cost sharing arrangements will be in¬ 
cluded in the watershed work plan. 

§ 1891.2 Application for loan*. 

Each local organization requesting a 
Watershed loan will make application by 
submitting a letter to the State Director 
of the Farmers Home Administration. 
The letter should give the address of the 
applicant, the name and location of the 
watershed, a brief description of the 
facilities to be installed with the loan, 
the estimated amount of the Watershed 
loan needed, and a brief statement about 
the organization including an exact ref¬ 
erence to, and citation of. the statute 
under which the applicant is, or will be, 
organized, and the statute or statutes 
which give the applicant authority and 
power to obtain the loan and repay it. 
The letter should be signed by the pre¬ 
siding officer if the group is incorporated, 
or by the members of the organizing 
committee if the group is not incorpo¬ 
rated. 

(a) Upon receipt of an application, the 
State Director will consult with the State 
Conservationist of the Soil Conservation 
Service to ascertain the status of a 
watershed plan, the estimated cost of 
the proposed works to be installed with 
the loan, and any cost sharing which may 
be available to the organization. This 
information, the letter of application, 
and any other pertinent information the 
State Director has will be forwarded to 
the National Office with his comments 
and recommendations. 

(b) If the National Office determines 
that favorable consideration should be 
given to the application, it will provide 
further instructions and assistance for 
the development and submission of a 
loan docket. If it is determined that no 
further consideration should be given to 
the application, the National Office will 
advise the State Director why favorable 
action cannot be taken. 
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§1891.3 Eligibility for loan*. 

To be eligible for a Watershed loan, 
the local organization must: 

(a) Be a public or quasi-public organi¬ 
zation such as a political subdivision of 
a State, a municipality or a drainage 
district, or similar organization with au¬ 
thority under State law to install, main¬ 
tain, and operate works of improvement 
to be installed with the Watershed loan. 

(b) [Reserved] 

(c) Have the legal capacity and 
organizational arrangements necessary 
for obtaining, giving security for, and 
raising revenues for repaying the loan 
and for operating and maintaining 
the facilities to be financed with the loan. 

(d) Sponsor, co-sponsor, or agree to 
participate in a watershed work plan 
which provides for the installation, 
operation, and maintenance of works of 
improvement. 

§ 1891.4 County Committee recommen¬ 
dations and comments. 

County Committee recommendations 
and comments will be obtained on each 
Watershed loan application. 

(a) Comments will be obtained from 
the County Committee in the county 
in which the applicant’s principal place 
of business is located. When the water¬ 
shed covers more than one county, 
recommendations and comments may be 
obtained from such of the other County 
Committees as the State Director deems 
desirable to have on issues such as the 
local sentiment and the need for the 
project. 

(b) The recommendations will cover, 
but need not be limited to, the commu¬ 
nity need for and interest in the proposed 
works of improvement, local issues, and 
other items of a similar character which 
will be helpful to the approving official. 

§1891.5 Loan purpose*. 

(a) Watershed loans may be made for 
the following purposes: 

(1) Installing, repairing, or improv¬ 
ing works of improvement in the 
following categories: 

(i) Facilities for the storage and con¬ 
veyance of water to farms for irrigation. 

(ii) Drainage facilities in farm areas. 

(iii) Facilities for the storage or de¬ 
velopment, treatment, and conveyance 
of water in rural areas primarily for use 
on farms for farmstead, livestock, and 
orchard and crop spraying purposes. 

(iv) Other agricultural water manage¬ 
ment measures and practices for such 
purposes as the stabilization of annual 
streamflow, increasing the recharge of 
ground water reservoirs, and the con¬ 
servation of existing water supplies by 
the control of undesirable vegetation 
such as salt cedars and willows. 

(v) Special land treatment measures, 
structures, or equipmnet which are pri¬ 
marily, though not exclusively, for flood 
prevention but will produce community 
benefits sufficient to justify the use of 
taxes or other revenues available to the 
local organization to install and main¬ 
tain such measures, structures, or equip¬ 
ment, and to repay loans for that pur¬ 
pose. These include: 

(a) Observation towers, dwellings for 
fire guard personnel, tank trucks, and 
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other equipment for fire prevention and 
control. 

<b) Tree plantings and the establish¬ 
ment of other vegetative cover needed 
for the stabilization of critical runoff 
and sediment producing areas. 

(c) Minor structural and vegetative 
measures to stabilize stream channels 
and gullies. 

(d) On-farm measures such as level 
water retention terraces used to control 
runoff and sediment in lieu of down¬ 
stream flood prevention structures. 

(2) Installing, repairing, or improv¬ 
ing water storage facilities, including 
outlet works for such purposes as munic¬ 
ipal water supply, recreation, fish and 
wildlife improvement, and pollution 
abatement by stream-flow regulation and 
saline water intrusion control. A Water¬ 
shed loan for a storage reservoir for 
municipal water supply may include 
funds for pipelines to convey the water 
from the reservoir to the existing munic¬ 
ipal treatment facilities or water system. 

(3) The purchase of land or an inter¬ 
est therein for sites of rights-of-way 
upon which works of improvement will be 
located and associated costs such as the 
removal, relocation, or replacement of 
bridges, roads, railroads, pipelines, 
buildings, and fences. 

(4) The acquisition of a water supply 
or a water right. This may be acquired 
by purchase or by appropriation pursu¬ 
ant to local, State, and Federal laws. 
The loan may include funds for the pur¬ 
chase of land on which the water supply 
or water right is presently being used 
when the water supply or water right 
cannot be purchased without the land. 

(5) The hiring of, or contracting for, 
personal services such as the services of 
engineers, attorneys, auditors, construc¬ 
tion foremen and clerks needed for or¬ 
ganizing the group, making engineering 
surveys, developing construction plans, 
administering construction contracts, 
and supervising the construction of 
works of improvement. Funds to pay 
costs incidental to loan closing, such as 
those incurred to obtain title evidence, 
clear titles, and to file or record lien in¬ 
struments may be included in a loan. 

(6) The purchase of equipment and 
machinery needed by the local organiza¬ 
tion for construction, installation, and 
maintenance of planned works of im¬ 
provement in the categories under sub- 
paragraph (1) of this paragraph, pro¬ 
vided the equipment is not available at 
reasonable rental cost or the cost of 
works of improvement will be lower as 
the result of such purchase. 

(7) To refinance debts of a local or¬ 
ganization when all of the following 
conditions exist: 

(i) The indebtedness being refinanced 
was incurred in the installation or re¬ 
habilitation of w f orks of improvement of 
the types for which loan funds could be 
advanced. 

(ii) The creditor(s) is unwilling to ex¬ 
tend, subordinate, or modify the terms of 
the debts and any security instruments 
to provide a satisfactory basis for the 
loan. 

(iii) The amount to be advanced for 
refinancing is an incidental part of the 
loan being made. 
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(b) Loan funds may not be used for- 

(1) Irrigation or drainage facilities for 
the primary purpose of bringing into pro¬ 
duction land which has not previously 
been in agricultural production; how¬ 
ever, this will not preclude using funds 
to install facilities which result in the 
incidental conversion of some land from 
nonagricultural to agricultural produc¬ 
tion. Land in agricultural production 
shall be construed to refer to all land 
which has been cleared or substantially 
improved and is used for any farm crop, 
including pasture. It does not include 
w-oodland, brush, wildland, native range, 
swampland, or marshland unless such 
land was formerly in agricultural pro. 
duction and has since reverted to a con¬ 
dition of nonuse or lesser use. 

(2) Land treatment measures on indi¬ 
vidual farms except as provided in para¬ 
graph (a) (1) (v) of this section. 

(3) Recreational facilities such as 
boat docks, picnic and lodging accom¬ 
modations. golf courses, and other facil¬ 
ities of a similar character. 

(4) Water treatment plants and pipe¬ 
lines or other facilities for distributing 
water in urban, suburban, or other non- 
rural areas substantially developed for 
residential and commercial uses. When 
such facilities will be needed to make use 
of the stored water, and loan repayments 
will depend upon income derived from 
such use, the applicant must present evi¬ 
dence, before loan closing, that these 
facilities can be financed and installed 
as needed. 

(5) Electric generating, transmission, 
and distribution facilities. 

(6) Fish and wildlife facilities such as 
hatcheries, rearing ponds, and fences. 

(7) Paying costs allocated in a water¬ 
shed work plan to structural measures 
for flood prevention. 

(8) Storm and sanitary sewers. 

(9) Drainage facilities primarily for 
nonrural areas. 

§1891.6 lx>un limitation*. 

The total amount of principal out¬ 
standing for all Watershed loans for any 
one watershed project, whether made to 
one or more borrowers, shall not exceed 
$5,000,000. However, a local organiza¬ 
tion sponsoring, co-sponsoring, or par¬ 
ticipating in more than one watershed 
project may receive a separate Water¬ 
shed loan for each watershed project, 
provided the amount of each such sepa¬ 
rate Watershed loan to the local organi¬ 
zation together with the amount of 
Watershed loans to other borrowers does 
not exceed $5,000,000 for any one water¬ 
shed project. 

§1891.7 Special requirement?. 

(a) Water rights. Applicants under 
this program will be required to comply 
with applicable State and local laws and 
regulations governing appropriating, di¬ 
verting, storing and using water, chang¬ 
ing the place and manner of use of water, 
and in disposing of w T ater. All of the 
rights of any landowner, appropriator, 
or user of water from any source shall be 
fully honored in all respects as they may 
be affected by facilities installed wiffi 
Watershed loans. If, under the provi¬ 
sions of State law, notice of the pro¬ 
posed diversion or storage of water by the 
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applicant may be filed, the applicant will 
be required to file such a notice. Even 
though such filing may be optional under 
State law. the record might be of value at 
some future time to protect the bor¬ 
rower’s rights or priority to the use of 
water. 

(b) Title requirements. Title clear¬ 
ance on real estate or interest in real 
estate to be taken as security for loans 
will be in accordance with applicable 
regulations governing Soil and Water 
Conservation loans to associations. 

(c) Insurance . The applicant will ob¬ 
tain insurance coverage in the amounts 
and types specified by the Administrator 
of the Farmers Home Administration in 
his loan approval memorandum. 

(d) Bonding. (1) Prior to the execu¬ 
tion of construction contracts by the 
local organization, contractors shall fur¬ 
nish Surety Bonds to guarantee both 
performance and payment. 

(2) The local organization will provide 
Fidelity Bond coverage for the officials 
entrusted with the receipt and disburse¬ 
ment of its funds and the custody of any 
property. The amount of the bond will 
be at least equal to the maximum amount 
of money that the local organization will 
have on hand at any one time exclusive 
of loan funds deposited in a supervised 
bank account. 

(3) The amount of coverage required 
in Surety and Fidelity Bonds will be 
specified by the Administrator in his loan 
approval memorandum. 

§ 1891.8 Terms of loan*. 


(c) Interest. (1) Interest will begin 
with the date of the note or bond. When 
a loan is made in multiple advances, in¬ 
terest on the first advance will begin with 
the date of the note or bond and interest 
will begin on each subsequent advance on 
the date of the check. 

(2) The interest rate on loans will be 
the average rate, as determined by the 
Secretary of the Treasury, payable by the 
United States Treasury upon its market¬ 
able public obligations outstanding at 
the beginning of the fiscal year in which 
a loan agreement is executed, which are 
neither due nor callable for redemption 
for 15 years from date of issue. The rate 
will be announced as of July 1 for each 
fiscal year, and this rate will prevail 
throughout the fiscal year. When a loan 
is approved, the interest rate for that 
particular loan will be the interest rate 
in effect for the fiscal year in which the 
loan agreement is executed and will not 
change during the life of the loan. 

(d) Payments . (1) Each borrower 
may make prepayments in any amount 
at any one time. 

(2) Payments will be applied first to 
interest accrued on the note to the date 
of the receipt of payment, and second to 
the principal balance on the note. If 
the regular payments plus any prepay¬ 
ments exceed the cumulative amount 
due on the note, the excess payments will 
be applied on next due installments ex¬ 
cept that loan refunds and proceeds from 
the sale of security property will be ap¬ 
plied on the final unpaid installment (8). 


(a) Repayment period. Loans will be 
scheduled for repayment within the 
shortest period consistent with the abil¬ 
ity of the borrower to pay. In no in¬ 
stance will the repayment period exceed 
50 years from the date when the prin¬ 
cipal benefits from works of improve¬ 
ment first become available. Ordinar¬ 
ily, installments will be amortized and 
payments will be scheduled annually on 
January 1, starting with the first Janu¬ 
ary following the date of loan closing or 
the end of any approved deferment pe¬ 
riod. There must be adequate evidence 
that income will be sufficient to meet all 
scheduled repayments. 

<b) Deferred or partial payments . 
Deferred or partial payments may be 
scheduled for a period not to exceed the 
second January 1 after the date when 
the principal benefits from works of im¬ 
provement first become available. De¬ 
terred or partial payments will be 
permitted only when: 

<1) Repayments will be dependent 
upon the increased returns expected from 
Planned works of improvement, or from 
the installation on individual farms of 
land development or other soil and water 
essential for obtaining 
oenefits from works of improvement to 
oe installed with loan funds, 
ixrm ? ie ^ferment or partial payment 
pnoV 5 0t be used to permit the accel- 
^ f 3 repayment of other debts, to make 
nrv P improvements, or to create 
operating reserves. 

^e deferment or partial payment 
fPH S iJ lot A J lolate state or local laws af- 
dpKf the crea tion and repayment of 
debts by the borrower. 


§ 1891.9 Security requirements. 

Watershed loans will be secured in a 
manner which will adequately protect 
the interests of the Government. Secu¬ 
rity requirements will be determined and 
made as a loan approval condition for 
each applicant In general, however, 
bonds or other evidence of debt will be 
required that meet all statutory require¬ 
ments pertaining to their authorization, 
sale, and acceptance and, unless the loan 
is approved with security of a pledge of 
revenues only, one or more of the follow¬ 
ing types of security will be required: 

(a) A statutory tax or mortgage lien. 

(b) A first lien on real and personal 
property, exclusive of easements, rights- 
of-way, and water rights owned by the 
applicant at the time the loan is ap¬ 
proved. If a first lien is not obtainable, 
a junior lien may be taken. 

(c) A first lien on property acquired 
with loan funds exclusive of easements, 
rights-of-way, and water rights. 

(d) A lien on the interest of the ap¬ 
plicant in all easements, rights-of-way, 
and water rights used in connection with 
works of improvement. In some in¬ 
stances, such easements or rights-of-way 
will involve private lands, and will not 
be derived pursuant to State Statutes 
authorizing the installation of works of 
improvement across lands of other own¬ 
ers. In such instances, local organiza¬ 
tions will obtain partial releases or 
consents to such easements and rights- 
of-way from holders of outstanding liens 
which are disclosed by lien searches cov¬ 
ering a period of at least 10 years prior 
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to the execution of the easements and 
rights-of-way. 

(e) Assignment of income. 

§ 1891.10 Approval of loan.*. 

(a) State Directors will be authorized 
to approve Watershed loans to local or¬ 
ganizations on an individual case basis 
after review by the National Office of 
loan dockets and related watershed work 
plans, and State Directors’ recommenda¬ 
tions. Following the review, the Admin¬ 
istrator will issue a memorandum to the 
State Director (1) authorizing the ap¬ 
proval of the loan, (2) specifying condi¬ 
tions that must be met by the local or¬ 
ganization, cuud (3) containing any spe¬ 
cial instructions needed for closing the 
loan. When the State Director approves 
a loan, he will send a memorandum of 
approval to the County Supervisor. The 
memorandum will include the conditions 
specified by the Administrator that must 
be met. The original of the memoran¬ 
dum will be delivered to the applicant by 
the County Supervisor. 

<b) The Farmers Home Administra¬ 
tion will not approve a Watershed loan 
until after the approval of a watershed 
work plan, which provides for the works 
of improvement to be financed with the 
loan. Watershed work plans are ap¬ 
proved by the Soil Conservation Service 
and, if necessary, by Committees of the 
Congress. Congressional Committee ap¬ 
proval is required when a watershed 
work plan involves an estimated Federal 
contribution to construction costs in ex¬ 
cess of $250,000, or includes any struc¬ 
ture which provides more than 2510 
acre-feet of total water storage capacity. 
If there is an urgent need to start con ¬ 
struction, the loan docket may be pre¬ 
pared and submitted prior to the final 
approval of the watershed work plan by 
the Soil Conservation Service. The 
Farmers Home Administration will ad¬ 
vise the local organization of work that 
needs to be done prior to loan closing; 
however, no loan commitment will be 
made until approval of the watershed 
work plan. 

§1891.11 Planning advance*. 

A portion, not to exceed the lesser of 
five percent or $50,000, of the estimated 
amount of a Watershed loan may be ad¬ 
vanced to the local organization, prior to 
loan closing, to pay for technical services 
and other expenses incidental to obtain¬ 
ing a Watershed loan. Such advances 
will be scheduled for repayment over a 
period of not to exceed five years except 
that at the time the total Watershed loan 
is closed, any unpaid portion of a plan¬ 
ning advance may be rescheduled for re¬ 
payment corresponding with the amor¬ 
tization schedule for the loan. These 
advances may be made provided all of 
the following conditions exist: 

(a) The watershed work plan has 
been approved. 

(b) A loan approval memorandum hai 
been issued by the National Office and 
the applicant has agreed in writing to 
meet the conditions set forth therein. 

(c) The local organization lacks, or 
cannot raise, funds of its own to pay for 
such services or is unable to arrange for 
the payment of such services and sup¬ 
plies until after the loan is closed. 
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(d) The local organization is legally 
organized and has the necessary powers 
to obligate itself for the advance of funds. 

(e) The local organization either has 
or will raise income sufficient to meet 
scheduled payments on the advance. 

(f) The advance can be secured in 
the manner specified in § 1891.9. 

§ 1891.12 Multiple loan advances. 

A Watershed loan may be disbursed in 
multiple advances in accordance with the 
need of the local organization for funds, 
as shown by a construction schedule ap¬ 
proved by the Soil Conservation Service. 

§1891.13 Loan closing. 

Except for planning advances, no 
Watershed loan will be closed until: 

(a) The Soil Conservation Service has 
scheduled the construction of works of 
improvement for which a loan, or any 
part thereof, is to be advanced. 

(b) The local organization has met all 
requirements for receiving Federal 
assistance in the installation and opera¬ 
tion of the scheduled works of improve¬ 
ment and the Soil Conservation Service 
has obligated funds and is ready to make 
payments to the local organization to 
cover the Federal share, if any, of in¬ 
stalling such works of improvement. 

(c) The local organization is ready 
to use the loan funds and has either met 
or will comply with those loan approval 
conditions and requirements in closing 
instructions which are to be completed 
on or before the day of loan closing. 

§ 1891.14 Use of and accountability for 
loan funds. 

Each local organization will be required 
to use loan funds in accordance with its 
agreements with the Government. Wa¬ 
tershed loan funds and any funds fur¬ 
nished by the local organization to sup¬ 
plement the loan will be deposited in a 
supervised or special bank account and 
will not be commingled with other funds 
of the local organization. 

(a) The borrower may be required to 
deposit Watershed loan funds in a 
supervised bank account on the date of 
loan closing in accordance with Part 
1803 of tills Chapter. 

(b) In lieu of a supervised bank 
account, the borrower may be permitted 
to deposit loan funds in a special bank 
account upon which withdrawals will 
be made by checks signed by two of the 
borrower’s officials who are covered by a 
Fidelity Bond obtained in accordance 
with § 1891.7(d)(2). 

(c) Preferably, loan funds should be 
deposited in banks covered by Federal 
Deposit Insurance. If the bank is not 
covered by Federal Deposit Insurance, 
or the amount deposited in a bank 
covered by Federal Deposit Insurance is 
not fully protected, the bank shall place 
in escrow account sufficient obligations 
of the United States to cover the amount 
of loan funds not protected. 

(d) Funds deposited in joint bank ac¬ 
counts or in special bank accounts shall 
be pledged to the United States of Amer¬ 
ica as security for the loan until ex¬ 
pended for authorized purposes under a 
deposit agreement approved by the 
Farmers Home Administration. 
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(e) As long as any loan funds remain 
in a bank account, such account shall be 
subject to inspection by the Farmers 
Home Administration and to such peri¬ 
odic audits as the Farmers Home Ad¬ 
ministration may require. The borrower 
shall furnish to the County Supervisor 
for examination each bank statement. 

(f) Payments to contractors or for 
other expenses incurred in the planning 
and construction of works of improve¬ 
ment will be made by checks drawn 
on a supervised or special bank account. 
Payments may be made in a lump sum 
at the completion of a job, or partial 
payments may be made as work pro¬ 
gresses in accordance with partial pay¬ 
ment provisions of construction contracts 
or other prearranged agreements with 
suppliers of materials or services. All 
payments for construction items will be 
based upon Form SCS-49a. “Contract 
Payment Estimate,” prepared in an orig¬ 
inal and two copies by the borrower and 
approved by the Soil Conservation Serv¬ 
ice. Payments for personal services will 
be based upon periodic payrolls, and pay¬ 
ments for other purposes such as title 
clearance and miscellaneous supplies will 
be based upon invoices or bills. 

(1) If payments are to be made from 
a supervised bank account, the borrower 
will present Form SCS-49a. a periodic 
payroll, and an invoice or a bill, as ap¬ 
propriate. to the County Supervisor be¬ 
fore checks are countersigned. 

(2) If payments are to be made from 
a special bank account, the borrower will 
make a report to the County Supervisor 
covering such period as agreed upon by 
the borrower and the Farmers Home Ad¬ 
ministration, showing the payee, amount, 
and purpose of each check drawn during 
the period. The borrower will attach to 
the report a copy of the payroll, Form 
SCS-49a. receipts, or receipted bills or 
invoices for the checks issued. The re¬ 
ceipts and receipted bills or invoices will 
be returned to the borrower. 

§ 1891.15 Accounts and records of local 

organization. 

Borrowers shall establish and main¬ 
tain such accounts and other records 
pertaining to transactions related to the 
installation, operation, and maintenance 
of works cf improvement as may be re¬ 
quired by the Farmers Home Adminis¬ 
tration. These accounts and records 
shall be kept in a form and manner sat¬ 
isfactory to the Farmers Home Adminis¬ 
tration and shall be open to inspection 
and audits by representatives of the 
Farmers Home Administration during 
the borrower’s regular business hours. 
The borrower shall prepare and furnish 
to the County Supervisor at intervals 
designated by the State Director such 
written reports as may be required by 
the Farmers Home A dmin istration. 

Subpart B—Processing and 
Servicing 

§ 1891.21 General. 

This subpart and regulations contained 
in Part 1854 of this chapter will be used as 
a guide for processing Watershed loans. 
These regulations will be supplemented 


on an individual loan basis by special in¬ 
structions, approval memorandums, and 
closing instructions. To the extent pos¬ 
sible, the National Office of the Farmers 
Home Administration will provide tech¬ 
nical assistance to State Directors for de¬ 
veloping and submitting loan dockets. 
Watershed loans will be serviced in ac¬ 
cordance with regulations contained in 
Parts 1861 and 1862 of this chapter appli¬ 
cable to Soil and Water Conservation 
loans to associations. State Directors 
will utilize the authorities contained in 
subparagraphs (3), (6), (7). (8). (11), 
(12). and (14) of § 1861.43(a) of this 
chapter only with the prior approval of 
the National Office on an individual case 
basis. The Administrator may prescribe 
such special instructions on a case basis 
which he deems necessary for making 
and servicing of Watershed loans. 

§ 1891.22 Application for toxin. 

Loan applications will be processed in 
accordance with the provisions of 
§ 1891.2. 

§ 1891.23 County Committee recommen¬ 
dations. 

County Committee recommendations 
will be obtained on each application in 
accordance with the provisions of 
§ 1891.4. 

§ 1891.24 Preparation, assembly, and 
submission of loan dockets. 

(a) The preparation of a loan docket 
will not be started until the National 
Office has reviewed the application letter 
and has issued to the State Director such 
special Instructions as may be needed, as 
provided in § 1891.2. 

(b) If the National Office determines 
that favorable consideration should be 
given to the application, the County 
Supervisor will proceed with the as¬ 
sembly of the loan docket and will bo 
responsible for Its submission to the State 
Director. 

(c) The applicant, with the advice and 
guidance of Farmers Home Administra¬ 
tion personnel will: 

(1) Prepare and execute Form FHA- 
28, “Association Proposal and Request 
for Funds.” 

(2) Supply or assist in obtaining in¬ 
formation that is required by Fanners 
Home Administration personnel in pre¬ 
paring the narrative report on the appli¬ 
cation that will become a part of the loan 
docket. 

(3) Prepare all documents that may 
have been required by the National Office 
in previous correspondence regarding the 
particular loan. 

(d) The completed docket together 
with the recommendations of the State 
Director will be forwarded to the Na¬ 
tional Office. 

§ 1891.25 Approval of loans. 

The Administrator will authorize the 
approval of loans and Issue any special 
instructions needed for completing the 
processing of loans. When the State Di¬ 
rector exercises the approval authority 
delegated to him by the Administrator, 
he will issue a memorandum of approval 
to the County Supervisor pursuant to 
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§ 1891 . 10 . When authorization cannot be 

given for the approval of a loan, the 
Administrator will notify the State 
Director, who in turn will notify the 
applicant. 

(F.R. Doc. 60-12023: Filed. Nov. 3. I960; 
8:45 ajn.J 


thority contained in the Agricultural 
Marketing Act of 1946. 

(Secs. 202-208, 60 Stat. 1087, as amended; 
7 U.S.C. 1621-1627) 


Chopter I—Consumer and Marketing 
Service (Standards, Inspections, 
Marketing Practices), Department 
of Agriculture 

PART 52—PROCESSED FRUITS AND 
VEGETABLES, PROCESSED PROD- 
UCTS THEREOF, AND CERTAIN 
OTHER PROCESSED FOOD PROD- 
UCTS 

Subpart—U.S. Standards for Grades 
of Green Olives x 

A proposal to revise the U.S. Standards 
for Grades of Green Olives was published 
in the Federal Register of September 14, 
1965 (30 F.R. 11723). By notices in the 
Federal Register of January 8, 1966 (31 
FR. 270), March 29, 1966 (31 F.R. 5074), 
and May 17. 1966 (31 F.R. 7185), the 
originally published time for receiving 
written data, views, and arguments was 
extended first to April 1, 1966, then to 
May 2, 1966. and lastly to July 1, 1966. 

Statement of consideration leading to 
the revised standards. Certain changes 
are made to the proposal of September 
14.1965. as a result of comments from in¬ 
terested persons. The more significant 
changes are: 

(1) Lowering the required sodium 
chloride content of the packing media. 

(2) Providing for the addition of suit¬ 
able garnishes, spices, seasoning ingredi¬ 
ents, or any other ingredient(s) permit¬ 
ted under the Federal Food, Drug, and 
Cosmetic Act. 

(3) Relaxing the average count per 
Pound limit for U.S. Grades B and C. 
Petite size (originally designated “midg¬ 
et”) is now permitted in U.S. Grade A. 
Subpetite size (originally designated 
‘‘Peewee”) is permitted in, but limited to, 
U.S. Grade B. Olives counting 221 to 
275 per pound are limited to UR. Grade 
C. Counts above 275 olives per pound 
are limited to Substandard, regardless of 
the product’s total score. 

(4) Redefining major wrinkles to com¬ 
bine the originally proposed classifica¬ 
tions of major wrinkles and serious 
wrinkles. 

(5) Removing the stipulated limits for, 
and method for determining the presence 
of. reducing sugars. 

Other changes include some editorial 
reorganization of text and modification 
of wording for clarification of meaning. 

After considering all relevant data, 
views, and arguments presented, includ¬ 
ing the proposal set forth in the afore¬ 
said notice, the following UR. Stand- 
v! r .u* or ® rac * es of Green Olives are 
nereby prom ulgated pursuant to the au- 

R ^S* m ? llance wlth the provisions of these 
andiu-ds shall not excuse failure to comply 
ta * Provisions of the Federal Food, 
an< * Coflmeti c Act or with applicable 
tate laws and regulations. 


The revision is as follows: 

Subpart—United States Standards for Grades of 
Green Olives 

Product Description, Types, Styles. Grades 
Sec. 

52.5441 Product description. 

52.5442 Types of green olive pack. 

52.5443 Styles of green olives. 

52.5444 Grades of green olives. 

Size Designations 

52.5445 Sizes of whole style green olives. 

52.5446 Size of pitted and stuffed styles of 

green olives. 

Recommended Minimum Drained Weights 

52.5447 Recommended minimum drained 

weights. 

52.5448 Compliance with recommended 

minimum drained weights. 

Factors of Quality 

52.5449 Ascertaining the grade of a sample 

unit. 

52.5450 Ascertaining the rating for the 

factors which are scored. 

52.5451 Color. 

52.5452 Uniformity of size. 

52.5453 Absence of defects. 

52.5454 Character. 

Definition of Terms and Methods of 
Analysis 

52.5455 Definition of terms. 

52.5456 Methods of analysis. 

Lot Compliance 

52.5457 Ascertaining the grade of a lot. 

Score Sheet 

52.5458 Score sheet for green olives. 

Authority: The provisions of this subpart, 
issued under sec s. 202-208. 60 Stat. 1087. as 
amended; 7 UJS.C. 1621-1627. 

Product Description, Types, Styles, 
Grades 

§ 52.5441 Product description. 

Green olives are completely fermented 
and cured fruit of the olive tree (Olea 
europaea) which have been prepared 
from a firm fruit of suitable maturity and 
variety that have been properly treated to 
partially remove the characteristic bit¬ 
terness. The cured olives and the brine 
packing media have a pH of not more 
than 4.00 and a sodium chloride content 
of not less than 6.00 percent. Not more 
than a trace of reducing sugars may be 
present. Suitable garnishes, spices, sea¬ 
soning ingredients, or any other ingredi¬ 
ent (s) permitted under the Federal Food, 
Drug, and Cosmetic Act may be added. 

§ 52.5442 Types of green olive pack. 

(a) “Thrown pack” means green olives 
packaged without regard to placement or 
arrangement within the package. 

(b) “Placed (or stick) pack” means 
green olives packaged in such a manner 
as to indicate that the individual olives 
have been carefully positioned in a defi¬ 
nite pattern. 

§ 52.5443 Styles of green olives. 

(a) “Whole” or “plain” green olives 
arc those which have not been pitted. 


(b) “Pitted” green olives are these 
from w r hich the pits have been removed. 

(c) “Stuffed" green olives are pitted 
green olives that have (1) pimiento; (2) 
onion; (3) almond; (4) celery; or (5) 
any other suitable ingredient stuffed into 
the pit cavity. 

(d) “Halved” green olives are pitted 
green olives that have been cut length¬ 
wise into two approximately equal parts. 

(e) “Sliced” green olives are pitted 
green olives cut into parallel slices of 
fairly uniform thickness. 

(f) “Chopped” or “Minced” (or “Rel¬ 
ish-type”) green olives are small ran¬ 
dom-sized cut pieces or cut bits prepared 
from pitted green olives. 

(g) “Broken pitted” or “Salad pack” 
green olives are pitted olives, whole or 
broken or stuffed, that have not been cut 
or sliced. 


§ 52.5444 Grades of green olives. 

(a) “U.S. Grade A” (or “U.S. Fancy”) 
is the quality of whole, pitted, stuffed, 
halved, and sliced green olives that; (1) 
Have similar varietal characteristics; (2) 
have normal flavor and odor; (3) have 
good color; (4) are practically uniform in 
size in w r hole, pitted, and stuffed styles of 
single sizes; (5) are practically free of 
defects; (6) have good character; and 
(7) score not less than 90 points when 
scored in accordance wdth the scoring 
system outlined in this subpart. 

(b) “U.S. Grade B“ (or “U.S. Choice”) 
is the quality of whole, pitted, stuffed, 
halved, sliced, and chopped or minced 
styles of green olives that: (1) Have 
similar varietal characteristics; (2) have 
normal flavor and odor; (3) have rea¬ 
sonably good color; (4) are reasonably 
uniform in size in wdiole, pitted, and 
stuffed styles of single sizes; (5) are rea¬ 
sonably free of defects; (6) have reason¬ 
ably good character; and (7) score not 
less than 80 points when scored in ac¬ 
cordance wdth the scoring system out¬ 
lined in this subpart. 

(c) “U.S. Grade C" (or “U.S. Stand¬ 
ard”) is the quality of whole, pitted, 
stuffed, halved, sliced, chopped, or 
minced, and broken pitted styles of green 
olives that: (1) Have similar varietal 
characteristics; (2) have normal flavor 
and odor; (3) have fairly good color; <4> 
are fairly uniform in size in whole, 
pitted, and stuffed styles of single sizes; 
(5) are fairly free of defects; (6) have 
fairly goed character; and (7) score not 
less than 70 points w r hen scored in ac¬ 
cordance with the scoring system out¬ 
lined in tills subpart. 

<d) “Substandard” is the quality of any 
style of green olives that fails to meet the 
applicable requirements of U.S. Grade C. 

Size Designations 

§ 52.5445 Sizes of whole style green 
olives 

(a) General. (1) The count for green 
olives is calculated on the basis of the 
drained weight of the olives from all 
sample units comprising the sample. 

( 2 ) The “counts per pound” in Table I 
are expressed as a range in count from 
the minimum to maximum number for a 
stated size. Where a single approxi¬ 
mate count per pound is stated, it is an 
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§ 52..>130 Ascertaining the rating for 
the factors which arc scored. 

The essential variations within each 
factor which is scored are so described 
that the value may be ascertained for 
each factor and expressed numerically. 
The numerical range within each factor 
which is scored is inclusive (for example. 
‘*18 to 20 points*' means 18. 19, or 20 
points). 

§ 52.5151 Color. 

(a) General. The evaluation of color 
shall be determined immediately after 
the container has been opened and, as 
applicable for the style, is based upon 
the exterior color, the interior flesh color, 
and general appearance. The exterior 
color of “halved” style is determined on 
the uncut surfaces. 

tb) (A) Classification. Green olives 
that have good color may be given a score 
of 18 to 20 points. “Good color” has the 
following meaning for the applicable 

styles: 

(1) Whole; pitted; stuffed; halved. 
The olives have a practically uniform 
bright yellow-green to green exterior 
color that is characteristic of the variety, 
a light colored flesh, and not more than 
5 percent, by count, of the olives or units 
thereof may vary from such color that 
is typical of the variety from which pre¬ 
pared: Provided , That in stuffed style or 
when garnish is added the stuffing or 
garnish shall have a good characteristic 
color typical of the product used. 

(2) Sliced. The general color of the 
olives is normal and typical of these 
styles prepared from olives having at 
least reasonably good color and when 
garnish is added the garnish shall have 
a good characteristic color typical of the 
product used. 

*c) (B) Classification. Green olives 
that have reasonably good color may be 
given a score of 16 or 17 points. “Rea¬ 
sonably good color” has the following 
meaning for the applicable styles: 

(1) Whole; pitted; stuffed; halved. 
Tlie olives have a reasonably uniform 
yellow-green to green exterior color, a 

^ c °l° re d flesh, and not more than 
10 percent, by count, of the olives or 
units thereof may vary from such color 
that is typical of the variety from which 
Prepared: Provided , That in stuffed style 
or when garnish is added the stuffing or 
garnish shall have a reasonably good 
characteristic color typical of the product 
used. 

(2) Sliced; chopped or minced. The 

< ; olor °* the olives is normal and 
0f styles Prepared from olives 
aring at least fairly good color and 
wi 1 garnish is added the garnish shall 
rnw * a »«*•*>* good characteristic 
“krtytfcal of the product used, 
fhof i C) classi flcation. Green olives 
a lnr!? V f g00d color may be given 
th^t fan T l 4 °1 15 points - Green olives 
be th s classification shall not 

of the to?!>? b0Ve U . S ' Grade C ' regardless 
a limiH« sc ° re for th e product (this Is 
“ Pairl y Sood color” 

pKes$5 ing meaning for the “P- 

Tba pitted: slu ffed; halved. 
*ves have a fairly uniform yellow- 


green to green exterior color, may have a 
variable colored flesh, and not more 
than 20 percent by count, of the olives 
or units thereof may vary from such color 
that is typical of the variety from which 
prepared: Provided, That in stuffed style 
or when garnish is added the stuffing or 
garnish shall have a fairly good charac¬ 
teristic color typical of the product used. 

(2 Sliced: chopped or minced . The 
general color of the olives is normal and 
varies more markedly than these styles 
prepared from olives with fairly good 
color. 

(3) Broken pitted. The general color 
of the olives is normal and may be 
variable, but is typical of this style pre¬ 
pared from olives with good, reasonably 
good, or fairly good color. 

(e) ( SStd ) Classification. Green 

olives that are extremely dull grey-green, 
dark, oxidized, or have other abnormal 
color or that fail to meet the require¬ 
ments of paragraph (d) of this section 
may be given a score of 0 to 13 points 
and shall not be graded above Sub¬ 
standard. regardless of the total score 
for the product (this is a limiting rule). 

§ 52.5152 Uniformity of aiz«». 

(a) General. (1) Uniformity of size 
refers to the variation in diameters of 
whole, pitted, and stuffed styles. “Di¬ 
ameter” means the shortest measure¬ 
ment at the greatest diameter thickness 
of the olive when measured at right 
angles to the pit or pit cavity. 

(2) The factor of uniformity of size 
is not applicable to mixed sizes or to 
halved, sliced, chopped or minced, and 
broken pitted styles: and is not scored. 
For mixed sizes and these styles the sum 
of the scores for the other factors (color, 
defects, and character) is multiplied by 
10 and divided by 8. dropping any frac¬ 
tions. to determine the total score. 

(b) (A) Classification. Whole, pitted, 
and stuffed style green olives of a single 
size that are practically uniform in size 
may be given a score of 18 to 20 points. 
“Practically uniform in size” means that 
of all the olives, the variation in diam¬ 
eters does not exceed Ye inch: and in 90 
percent, by count, that are most uniform 
in diameter, the olive with the largest 
diameter does not exceed the olive with 
the smallest diameter by more than Vie 
inch. 

(c) (B > Classification. Whole, pitted, 
and stuffed style green olives of a 
single size that are reasonably uniform 
in size may be given a score of 16 or 17 
points. “Reasonably uniform in size” 
means that of all the olives, the variation 
in diameters does not exceed Yu\ inch; 
and in 80 percent, by count, that are 
most uniform in diameter, the olive with 
the largest diameter does not exceed the 
olive with the smallest diameter by more 
than y 10 inch. Green olives of sub- 
petite size (or olives of whole style that 
count 181 to 220 per pound) shall not be 
graded above U.S. Grade B or U.S. 
Choice, regardless of the total score for 
the product. 

(d) (C) Classification. Whole, pitted, 
and stuffed style green olives of a single 
size that are fairly uniform in size or 
whole, pitted, or stuffed style green olives 


of mixed sizes may be given a score of 14 
or 15 points. “Fairly uniform in size” 
means that of all the olives, in 60 per¬ 
cent, by count, that are most uniform in 
diameter the olive with the largest di¬ 
ameter does not exceed the olive with 
the smallest diameter by more than Vm 
inch. Olives of whole style that count 
221 to 275 per pound shall not be graded 
above U.S. Grade C or U.S. Standard, 
regardless of the total score for the 
product. 

(e) (SStd> Classification. Green 
olives of whole style that have an aver¬ 
age count of more than 275 per pound or 
that otherwise fail to meet the require¬ 
ments of paragraph (d) of this section 
may be given a score of 0 to 13 points and 
shall not be graded above Substandard, 
regardless of the total score for the prod¬ 
uct (this is a limiting rule). 

§ 52.5153 Absence of defects. 

(a) General. Absence of defects re¬ 
fers to the degree of freedom from harm¬ 
less extraneous material, pit material, 
stems and portions thereof, blemishes, 
wrinkles, mutilated olives, internal gas 
pockets, and from any other defects 
which affect the appearance or edi¬ 
bility of the product. 

(b) Definitions of defects —(1) Harm¬ 
less extraneous material. “Harmless ex¬ 
traneous material” means any vegetable 
substance that is harmless. 

(2) Pit material. “Pit material” is 
classified as follows: 

(i) “Pit” means any whole pit in other 
than whole olives, whether loose or par¬ 
tially attached to the flesh. 

(ii) “Piece of pit” means any portion 
of pit regardless of size in pitted, stuffed, 
halved, sliced, or broken pitted styles. 

(iii) “Fragments of pit” means any 
portion of pit in chopped or minced style 
that weighs more than 5 milligrams. 

(3) Stem. A “stem” or any portion 
thereof that measures % 2 inch or less 
from the shoulder of the olive is not con¬ 
sidered a defect. Stems are classified as 
follows: 

(i) A “minor stem” is a stem or portion 
thereof that measures more than 
inch, but not more than % 2 inch, from 
the shoulder of the olive. 

(ii) A “major stem” is a stem or por¬ 
tion thereof that measures more than 
%2 inch from the shoulder of the olive. 

(4) Blemishes. “Blemishes” mean 
dark-colored surface marks which may 
or may not penetrate into the flesh or 
internal discoloration. Blemishes are 
classified as follows: 

(i) “Insignificant blemishes” are sur¬ 
face marks which do not penetrate per¬ 
ceptibly into the flesh and which individ¬ 
ually or collectively do not more than 
slightly affect the appearance of the olive 
or unit. 

(ii) “Minor blemishes” are surface 
marks which do not penetrate percept¬ 
ibly into the flesh and which individually 
or collectively materially affect the ap¬ 
pearance of the olive or unit. 

(iii) “Majorblemishes"include: 

(a) Surface marks or similar injury 
wiiich may or may not be associated with 
a soft texture below the skin and which 
individually or collectively seriously af- 
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feet the appearance or edibility, or both, 
of the olive or unit; 

<b) Surface marks or bruises or sim¬ 
ilar injury which penetrate perceptibly 
into the flesh and which individually or 
collectively seriously affect the appear¬ 
ance or edibility, or both, of the olive 
or unit; and 

(c) Internal discolorations of any 
type, or intensity, involving any portion 
of the flesh. 

(5) Wrinkles. Classification of wrin¬ 
kles shall be determined while olives are 
moist and any increase in wrinkling due 
to dehydration after removing from the 
container shall not be considered. Wrin¬ 
kles are classified as follows: 

(i> “Insignificant wrinkles’* are those 
which are hairline in appearance and 
approximate less than Mu inch in width 
and, regardless of area covered, are not 
considered as defects. 

(ii) “Minor wrinkles’* are those which 
approximate Itu inch but not more than 

inch in width and cover not more 
than approximately one-sixth of the area 
of the olive. 

(iii) “Major wrinkles*’are: (a) Minor 
wrinkles which cover more than one- 
sixth of the area on the olive; or 
are wrinkles which are more than 1st* 
inch in width and cover more than ap¬ 
proximately one-sixth of the area of the 
olive. 

(6) Mutilated . A “mutilated” olive in 
whole, pitted, or stuffed styles means an 
olive that is so pitter-torn or damaged by 
other means that the entire pit cavity 
is exposed or the appearance of the olive 
Is seriously affected to the same degree. 

(7) Internal gas pockets . Internal 
gas pockets that exceed Vs inch in length. 

(c) (A) Classification. Green olives 
of whole, pitted, stuffed, halved, and 
sliced styles that are practically free of 
defects may be given a score of 27 to 30 
points. “Practically free of defects’’ 
means that the green olives are practi¬ 
cally free of any defects not specifically 
mentioned and that these defects may 
no more than slightly affect the appear¬ 
ance or edibility of the olives; that the 
packing media of stuffed olives is practi¬ 
cally free of detached pieces of stuffing; 
that the overall appearance of the prod¬ 
uct is not materially affected by olives or 
units with insignificant blemishes; and. 
in addition, that the specifically men¬ 
tioned defects do not exceed the allow¬ 
ances for U.S. Grade A set forth in Tables 
IV or V, as applicable. 

<d) <B) Classification. (1) Green 
olives of whole, pitted, stuffed, halved, 
sliced, and chopped or minced styles that 
are reasonably free of defects may be 
given a score of 24 to 26 points. Green 
olives that fall into this classification 
shall not be graded above U.S. Grade B. 
regardless of the total score of the prod¬ 
uct (this is a limiting rule). 

t2) “Reasonably free of defects” 
means that the green olives are reason¬ 
ably free of any defects not specifically 
mentioned and that these defects may 
more than slightly, but not materially, 
affect the appearance or edibility of the 
olives; that the packing media of stuffed 


olives is reasonably free of detached 
pieces of stuffing; that the overall ap¬ 
pearance of the product may be mate¬ 
rially affected by olives or units with in¬ 
significant blemishes; and, in addition, 
that the specifically mentioned defects 
do not exceed the allowances for U.S. 
Grade B set forth in Tables IV or V, as 
applicable. 

(e) (C) Classification. Green olives 
of whole, pitted, stuffed, halved, sliced, 
chopped or minced, and broken pitted 
styles that are fairly free of defects may 
be given a score of 21 to 23 points. 
Green olives that fall into this classifi¬ 
cation shall not be graded above U.S. 
Grade C, regardless of the t-otal score 
for the product (this is a limiting rule). 
“Fairly free of defects” means that the 
olives are fairly free of any defects not 
Table IV— Defect Allowance* -Green* Olive* 


specifically mentioned and that these 
defects may materially, but not serious¬ 
ly, affect the appearance and edibility 
of the olives; that the packing media of 
stuffed olives is fairly free of detached 
pieces of stuffing; that the overall ap¬ 
pearance of the product may be seri¬ 
ously affected by olives or units with 
insignificant blemishes; and, in addition, 
that the specifically mentioned defects 
do not exceed the allowances for U.S. 
Grade C set forth in Tables IV or V. as 
applicable. 

<f) < SStd ) Classification. Green 
olives that fail to meet the requirements 
of paragraph (e) of this section may 
be given a score of 0 to 20 points and 
shall not be graded above Substandard, 
regardless of the total score for the prod¬ 
uct (this is a limiting rule). 
for Whole — Pitted—Stuffed — IT alvep Styles 


Defects 

U.S. grade A or U.S. 
fancy 

U.S. grade B or U.S. 
choice 

U.S. grndo C or l\s. 
standard 

Harmless extraneous 
material. 

Pit material (pitted, 
stuffed, und 
halved style*). 

Stems: minor and 
major. 

I >urkcned or blem¬ 
ished st lining 
material (stuffed 

style). 

Blemishes: minor 
und major. 

Wrinkles: minor 
and major. 

Olives with Internal 
gas poekets/muti- 
luted olives. 

Maximum on a»» arrnnjf I 

1 piece. 

1 pit or piece of pH-. — 

Total of 6 but u<K more 
than 3 major stem*. 

5 olives... . 

per JOO whale, pitted, or Huffed o, 

2 pieces.-- 

2 pits or pieces of pits. 

Total of 10 but not moro 
than o major stems. 

7 olives ----- 

lire* or per tQO halted nllrti 

3 pieces. 

3 pits or pieces of pits. 

Total of 20 but not more 
than 10 iniijur stem*. 

10 olives. 

Total and limiting (maximum) percentages by count of olives with defects stated 

Total 

Provided these 
limit* are not 
exceeded 

Total 

Provided these 
limits are not 
exceeded 

Total 

Provided these, 
limits are not 
exceeded 

10 percent 
by 

count. 

5 percent 
major blem¬ 
ishes or major 
wrinkles 
(combined). 

3 percent 
with internal 
gas pockets 
and or 
mutilated. 

io percent 
by 

count. 

10 percent 
major blem¬ 
ishes or major 
wrinkles 
(combined). 

10 percent 
with infernal 
gas pockets, 

5 percent 
mutilated. 

25 percent 

by . 
count. 

15 percent 
major blem¬ 
ishes or major 
wrinkles 
(combined). 

15 percent 
with internal 
gas pockets 

8 percent 
mutilated. 


Table .V— Defect Allowances Greek Olives fob Sliced—Chopped—Broken Pitted Sttu s 


Defects 

Broken pitted st yb 

Sliced stylo 

Sliced; chopped styles 

Sliced; chopped >tylc* 

U.S. Grade C ur 
U.8. Standard 

U.S. Grade A or 

U.S. Fancy 

U.S. Grade B or 
U.S. Choice 

U.S. Grade C .r 
U.8. 8tan<J:ir«l 

Harmless extra¬ 
neous material: 

Pit material_ 

Maximum (ptr 
pound of draintd 
offer*— art race ) 

2 pits or pieces of 
pit. 

4 stems. 

These or any Other 
defects (including 
pieces of pits and 
fragments) do not 
mare than slightly 

ftffeCt the appear¬ 
ance or edibility 
of the product. 

These or any other 
defects (including 
pieces of pits and 
fragments) do not 
materially affect 
the appearance or 
edibility of the 
product. 

These or any «)ther 
defects tineiittlliitf 
nieces of pits ami 
; fragments) do not 
seriously affect the 
appearance 
edibility of l Ik* 
product. 

Stents: minor and 
major. 

Olives that are 
blemished by 
uiid-or major 
blemishes. 

Minimum (by 
weight of 
drained oliv*^ < 

15 percent. 


§ 52.5451 Character. 

(a) General. Character refers to the 
firmness, crispness, and texture char¬ 
acteristic for the variety and the con¬ 
dition of the epidermal tissue. 

<b) Definition of term. (1) “Slip 
skin” refers to epidermal tissue that has 
become loosened and/or detached from 
the underlying flesh of the olive. 

<c) (A) Classification. Green olives 
of whole, pitted, stuffed, halved, and 


sliced styles that have good character 
may be given a score of 27 to 30 points. 
“Good character” means that the olives 
have a uniform tender texture that is 
characteristic of the variety and that i 
firm, crisp, and fleshy; and that tne 
olives are practically free of slip skins. 

<d) <JB) Classification. Green olives 
of whole, pitted, stuffed, halved, sliced, 
and chopped or minced styles that ha\e 
reasonably good character may be rhen 
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a score of 24 to 26 points. Green olives 
that score into this classification shall 
not be graded above U.S. Grade B. 
regardless of the total score (this is a 
limiting rule). “Reasonably good char¬ 
acter” means that the olives have a rea¬ 
sonably uniform tender texture that is 
characteristic of the variety; that there 
may be a moderate variation in the 
firmness, crispness, and fleshiness; and 
that the olives are reasonably free of 
slip skins. 

(e) (C) Classification. Green olives 
of whole, pitted, stuffed, halved, sliced, 
chopped, or minced, and broken pitted 
styles that have fairly good character 
may be given a score of 21 to 23 points. 
Green olives that score into this classifi¬ 
cation shall not be graded above U.S. 
Grade C, regardless of the total score for 
the product (this is a limiting rule). 
“Fairly good character” means that the 
olives have a fairly good texture that is 
typical of the variety; that they may vary 
from fairly firm and crisp to fairly hard 
and tough; and that the olives are fairly 
free of slip skins. 

(f) ( SStd ) Classification. Green olives 
that fail to meet the requirements of 
paragraph (e) of this section may be 
given a score of 0 to 20 points and shall 
not be graded above Substandard, re¬ 
gardless of the total score for the product 
(this is a limiting rule). 

Definition of Terms and Methods 
of Analysis 

§ 52.5155 Definition of terms. 

(a) “Completely fermented olives fr 
means that the olives and brine contain 
not more than a trace of reducing sugars. 

(b> “ Normal flavor and odor ” means 
that the green olives are free of any ob¬ 
jectionable flavors or odors including, 
but not limited to, Zapatera and/or 
butyric acid flavors or odors. 

(c) 41 Garnishes ” means diced, cut, or 
chopped pimiento or sweet pepper; sliced, 
cut, chopped, or whole onions; sliced, cut. 
or chopped ripe olives; or other similar 
ingredients. 

§ *>2.5156 Method* of analysis. 

The reducing sugars and salt in green 
olives are determined in accordance with 
the latest official method outlined in Offi¬ 
cial Methods of Analysis of the Associa¬ 
tion of Official Analytical Chemists or 
any other method that gives equivalent 
results. 


§ 52.5457 

lot. 


Lot Compliance 
Ascertaining the grade of a 


0f a lot of green olives 
1 by these standards is determined b; 
e procedures set forth in the Regula 
H ” 8 9° vernin S Inspection and Certifica 

Pr<L P ; 0Cessed Frults and Vegetables 
rocessea Products Thereof, and Certaii 

r Processed p ood Products <5 52.: 
wough § 52.87). 


Score Sheet 


§ 52.5158 Srore sheet for green olives. 


Number, si re, and kind of container ... 

Label (including sine declaration) .. 

Container mark or identification .... 

Net weight (ounces) . .... 

Vacuum (incites) if any ... . 

Drained weight (ounces) ... * 

Type of pack. .._. 

Size __*"* 

Style. ........." 

Average count per pound (whole style) _ 

pll .. .. 

Percent NaCl (sodium chloride). .. 


Factors 


Score points 


Color. 


Uniformity of sire. 


Absence of delects.. 


Clm racier. 


((A) 

18-30 

(B) 

16-17 

(C) 

»14-15 

(SStd) 

) 0-13 

(A) 

18-20 

(II) 

* 16-17 

(Cj 

»14-15 

(SStd) 

♦0-13 

(A) 

•27-30 

(B) 

» 34-26 

(O) 

‘21-23 

(SStd) 

»0 20 

(A) 

27-30 

(») 

‘ 24-26 

(C) 

* 21-23 

(U) 

‘0-20 


Total Score. 


Nomnil flavor and odor, 
tirade.. 


100 


‘ Limiting rule. 

a Limiting rule for Suhpelite size. 

• Limiting rule for sizes counl inn 221 to 27ft per pound. 
4 Limiting rule for sizes counting more than 275 per 
pound. 

The U.S. Standards for Grades of 
Green Olives (which is the second issue) 
contained in tills subpart, shall become 
effective 60 days after the date of pub¬ 
lication hereof in the Federal Register, 
and will thereupon supersede the U.S. 
Standards for Grades of Green Olives 
which have been in effect since June 1. 
1946. 

Dated: October 28, 1966. 

G. R. Grange, 

Deputy Administrator , 
Marketing Services. 

[F.R. Doc. 66-11945; Filed. Nov. 3. 1966; 
8:45 a.m.] 


fer provision of these regulations be in¬ 
applicable where a public entity acquires 
land for designation under the Cropland 
Adjustment Program pursuant to Part 
751 of this chapter, and (3) provides 
that, subject to certain conditions, allot¬ 
ments and bases for an acquired farm 
need not be pooled in cases where the 
cropland on the acquired farm repre¬ 
sents 15 percent or more of the total 
cropland on the farm. 

■b> Since farms are now being ac¬ 
quired, it is essential that this amend¬ 
ment be made effective as soon as pos¬ 
sible. It is hereby found and determined 
that compliance with the notice, public 
procedure, and 30-day effective date re¬ 
quirement of section 4 of the Administra¬ 
tive Procedure Act (60 Stat. 238; 5 U.S.C. 
1003) is impracticable and contrary to 
the public interest and this amendment 
shall be effective upon filing this docu¬ 
ment with the Director. Office of the Fed¬ 
eral Register. 

The regulations for Reconstitution of 
Farms, Allotments, and Bases (29 F.R. 
13370, as amended), are amended as 
follows; 

A new subparagraph designated (6) 
shall be Inserted after subparagraph (5) 
of paragraph (a) of § 719.11 and sub- 
paragraphs (6) through (9) of such par¬ 
agraph (a) shall be redesignated as sub- 
paragraphs (7) through (10). In addi¬ 
tion, subparagraph (5) of paragraph (b) 
of § 719.11 is amended and a new subpar¬ 
agraph (6) of such paragraph shall be 
inserted after subparagraph (5) to read 
as follows; 

§ 719.11 Pooling ami transfer of farm 
acreage allotments and feed grain 
bases where the farm owner is dis¬ 
placed hy an agenev having the right 
of eminent domain. 

(a) Definitions. * • • 

< 6 \ Feed grain base. Bases estab- 
lished for com, grain sorghums, and bar- 


( b) Limitations on applicability of this 
section. * • • 


Chapter VII—Agricultural Stabiliza¬ 
tion and Conservation Service 
(Agricultural Adjustment), Depart¬ 
ment of Agriculture 

SUBCHAPTER B—FARM MARKETING QUOTAS 
AND ACREAGE ALLOTMENTS 
f Arndt. 111 

PART 719—RECONSTITUTION OF 
FARMS, ALLOTMENTS, AND BASES 

Pooling and Transfer of Allotments 

(a> This amendment is issued pur¬ 
suant to section 375(b) of the Agricul¬ 
tural Adjustment Act of 1938, as amend¬ 
ed (7 U.S.C. 1375(b)). section 124 of the 
Soil Bank Act (7 U.S.C. 1812). and the 
Soil Conservation and Domestic Allot¬ 
ment Act (16 U.S.C. 590g-p). This 
amendment (1) defines feed grain base, 
(2) provides that the pooling and trans- 


<5><i> To a farm acquired for non¬ 
farming purposes if the cropland on the 
acquired farm represents less than 15 
percent of the total cropland on the farm. 
In such cases, the allotment and bases 
attributable to that portion of the farm 
so acquired shall remain with that por¬ 
tion of the farm not so acquired. 

(ii> To a farm acquired for nonfarm¬ 
ing purposes if the cropland on the ac¬ 
quired farm represents 15 percent or 
more of the total cropland on the farm: 
Provided, That (a) the owner from whom 
the farm is acquired files a request in 
writing that he be permitted to retain 
the allotment and feed grain base, or anv 
part thereof, attributable to that portion 
of the farm so acquired on that portion 
of the farm not so acquired; ( b ) the sum 
of allotment and feed grain base does not 
exceed the cropland on that portion of 
the farm not acquired; and (c) the 
amount of allotment or feed grain base 
on that portion of the farm not ac- 
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quired does not exceed that amount 
established for other farms in the same 
area which are similar, taking into con¬ 
sideration the land, labor, and equipment 
available for the production of the com¬ 
modity, crop rotation practices, and 
other physical factors affecting produc¬ 
tion. If any one of these conditions 
limits the acreage of allotment or feed 
grain base which may remain with the 
portion of the farm not acquired such 
acreage shall be pooled for the benefit of 
the displaced owner. In applying the 
provisions of this subparagraph, if a 
parent farm is composed of tracts under 
separate ownership, each separately- 
owned tract being acquired in whole or in 
part shall be considered a separate farm. 

(6) To a farm acquired by a public 
entity having the right of eminent do¬ 
main where the land is acquired for des¬ 
ignation under the Cropland Adjustment 
Program pursuant to Part 751 of this 
chapter and the owner of the acquired 
farm as a part of the acquisition trans¬ 
action agrees in writing that he will not 
request that any allotment or feed grain 
base be transferred from the farm so 
acquired. 


(Secs. 375, 378. 52 Stat. 66. as amended, 72 
Stat. 995. as amended, 7 U.S.C. 1375, 1378; 
sec. 124. 70 Stat. 198. 7 U.S.C. 1812; secs. 
16(b), 74 Stat. 1030, 16(c). 75 Stat. 5. 16(d), 
75 Stat. 302, 105(c), 75 Stat. 301, 16(h). 77 
Stat. 45. 16 U.S.C. 590p) 

Effective date. Date of filing this doc¬ 
ument with the Director, Office of the 
Federal Register. 

Signed at Washington, D.C., on Octo¬ 
ber 31,1966. 

H. D. Godfrey, 

Administrator, Agricultural Sta¬ 
bilization and Conservation 
Service. 

[F.R. Doc. 66-12041; Piled. Nov. 3, 1966; 
8:48 a.m.| 


with the total acres rented and the serv¬ 
ices performed and capital improvements 
made at the producer’s expense which are 
in addition to rent.” 

2. Section 722.815 is amended as fol¬ 
lows: 

a. Change the first sentence of para¬ 
graph (f) to read as follows: “A farm 
shall be eligible for a price support pay¬ 
ment if producers on the farm file a 
Fonn 378 in accordance with § 722.812 
and comply with all of the regulations in 
this subpart.” 

b. Change the third sentence of para¬ 
graph (f) to read as follows: “An acreage 
on the farm which the county committee 
determines was not planted to cotton 
because of flood, drought, or other nat¬ 
ural disaster shall be deemed to be 
planted to cotton in accordance with in¬ 
structions issued by the Deputy Admin¬ 
istrator provided such acreage is not 
subsequently planted to any other crop 
for which marketing quotas or a volun¬ 
tary adjustment program is in effect.” 

3. Section 722.817 is amended by add¬ 
ing at the end of paragraph (d) the fol¬ 
lowing new sentence: “(The provisions 
of paragraph (b) of this section shall 
not apply to a cash tenant, standing- 
rent tenant, or a fixed-rent tenant unless 
such tenant was living on the farm hi 
1965 or received 50 percent or more of 
his income in such year from farming.)" 
(Sec. 103(d), 79 Stat. 1194, 7 U.S.C. 1444(d)) 

Effective date. Date of filing this doc¬ 
ument with the Director, Office of the 
Federal Register. 

Signed at Washington, D.C., on Octo¬ 
ber 31, 1966. 

H. D. Godfrey, 

Administrator. Agricultural Sta¬ 
bilization and Conservation 
Service. 

[F.R. Doc. 6G-12042; Filed, Nov. 3, 1966; 

8:48 a.m.l 


[Arndt. 1] 

PART 722—COTTON 

Subpart—1966 Upland Cotton 
Program 

Miscellaneous Amendments 

The regulations governing the 1966 
Upland Cotton Program, 31 F.R. 4884, 
are hereby amended as follows: 

1. Section 722.809 is amended by 
changing the last sentence of paragraph 
(a) to read as follows: “The rate of di¬ 
version payment under the program with 
respect to land which is leased or rented 
on a cash-rent basis from the Federal, 
State, county, or local government, or 
subdivisions thereof, if such land is not 
otherwise ineligible for participation in 
the program, shall be the smaller of (i) 
the per acre payment rate for which the 
farm would have qualified if the excep¬ 
tion for land cash-rented from a govern¬ 
mental unit were not in effect, or (ii) 
one-lialf of such rate plus the actual 
cash-rent per acre of the land, adjusted 
to take into account the quality of the 
acres actually diverted when compared 


SUBCHAPTER C—SPECIAL PROGRAMS 

[Arndt. 4[ 

PART 751—LAND USE ADJUST¬ 
MENT PROGRAM 

Subpaii—Cropland Adjustment Pro¬ 
gram for 1966 Through 1969 

Miscellaneous Amendments 

The regulations governing the 1966- 
1969 Cropland Adjustment Program (31 
F.R. 3483) are amended as follows: 

§ 751.108 [Amended] 

Section 751.108. Cropland adjustment 
program bases, paragraph (a) is amended 
by adding a new sentence at the end 
thereof to read as follows: “Effective be¬ 
ginning with 1967 agreements, (1) no 
cropland adjustment program base shall 
be determined for wheat and rice, and 
(2) the cropland adjustment program 
base determined for feed grains shall 
include only com and grain sorghums.” 

§ 751.109 [Amended] 

Section 751.109, Awarding cropland 
adjustment agreements, paragraph (a) 
(1) is amended by adding a new sentence 


at the end thereof to read as follows: 
“Notwithstanding any other provision of 
this paragraph, at the prior request of 
the producer, an acreage of the feed 
grain base not to exceed 3 acres need 
not be diverted when the production of 
such acreage of corn or grain sorghums 
will be used primarily for home con¬ 
sumption.” 

§ 751.113 [Amended] 

Section 751.113, Agreement period, 
paragraph (d) is amended by adding a 
new sentence at the end thereof to read 
as follows: “Notwithstanding any other 
provision of this paragraph, the agree¬ 
ment period for 1966 agreements under 
which wheat, rice, or barley is designated 
shall not be extended.” 

§ 751.115 [Amended] 

Section 751.115, Annual adjustment 
payments , paragraph (e) is amended by 
adding a new sentence at the end thereof 
to read as follows: “Notwithstanding any 
other provisions of this paragraph, be¬ 
ginning with 1967 agreements, the ad¬ 
justment payments shall be made in an¬ 
nual payments after compliance is de¬ 
termined but not before October 1 dur¬ 
ing each of the years of the agreement 
period.” 

§ 751.118 [Amended] 

Section 751.118, Designation and use of 
acreage diverted , paragraph (b) (2) (xiii> 
is amended by changing the period at the 
end of the last sentence in parentheses 
to a colon and adding the following 
proviso: ‘ Provided. That beginning with 
1967 agreements, the continuation of an 
agreement by a new owner shall be per¬ 
mitted only if the county committee de¬ 
termines that the original agreement was 
entered into by the original owner in 
good faith with no intention of trans¬ 
ferring his interest in the farm to an¬ 
other party.” 

§ 751.121 [Amended] 

Section 751.121, Permitted acreage on 
cropland adjustment program base crops 
diverted under the program, is amended 
by changing the period at the end of the 
first sentence to a comma and adding the 
following: “except as otherwise author¬ 
ized in § 751.109(a) (1). M 

§751.123 [Amended] 

Section 751.123, Provisions relating to 
tenants and sharecroppers, paragraph 

(d) is amended by deleting “the farm 
at the end thereof and inserting in lieu 
theieof the word “farming”. 

Section 751.137 is amended to read as 
follows: 

§ 751.137 Preservation of cropland, crop 
acreage, and allotment historj. 

The cropland, crop acreage, and allot¬ 
ment history shall be preserved in ac¬ 
cordance with the regulations governing 
the preservation of cropland, crop acre¬ 
age and allotment history. 7 CFR, Part 
719. as amended. 

§ 751.101 [Amended] 

Section 751.101. Definitions, paragraph 

(e) is amended by adding at the ena 
thereof the following new sentence: J 11 
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word ‘agreement’ preceded by a year 
means an agreement containing an 
agreement period beginning with such 

year.” 

(Sec. 602(q), 79 Stat. 1210) 

Effective date. Upon filing with the 
Director. Office of the Federal Register. 

Signed at Washington, D.C., on Octo¬ 
ber 31. 1966. 

H. D. Godfrey, 

Administrator , Agricultural Sta¬ 
bilization and Conservation 
Service. 

[PR. Doc. 66-12043; Piled. Nov. 3. 1966; 
8:48 ajn.) 


Title 29—LABOR 

Chapter XIV—Equal Employment 
Opportunity Commission 

PART 1601—PROCEDURAL 
REGULATIONS 

Processing of Cases 

By virtue of the authority vested in it 
by section 713(a) of Title VII of the Civil 
Rights Act of 1964. 42 U.S.C. 2000e-12(a >, 
the Equal Employment Opportunity 
Commission hereby amends Part 1601 of 
its regulations to add a new § 1601.25a. 

Section 706(e) of the Civil Rights Act 
requires that the Commission notify the 
charging party where it has failed to 
achieve voluntary compliance with Title 
VII within 60 days of the filing of the 
charge, and provides that upon receipt of 
such notice the charging party may bring 
an action in Federal court. Section 
706(e) contemplates that such notifica¬ 
tion occur subsequent to the Commission 
investigation, determination of reason¬ 
able cause, and efforts at conciliation; 
however, because of its caseload the 
Commission has been and is unable to 
process cases through the stage of con¬ 
ciliation within 60 days. The Commis¬ 
sion believes that in general the purposes 
of Title VII are better served by delaying 
the notification under section 706(e) 
until the proceedings before the Com¬ 
mission have been completed. However, 
we recognize that there may be circum¬ 
stances under which either the charging 
party or the respondent may desire that 
the right to bring an action accrue as 
promptly as possible upon the expiration 
of the 60-day period, and where such a 
aesire is clearly manifested, we believe 
it conaistent with the statutory scheme 
that notification issue irrespective of the 
status of the case before the Commission. 
Accordingly, tills amendment is intended 
to state clearly the circumstances under 
winch the Commission will issue notifica- 
*on of its failure to achieve voluntary 
compliance pursuant to section 706(e) 
of the Act. 

amen dment also reaffirms and 
, a part of the Commission’s pro- 
ceaural regulations the Commission de¬ 
amination of August 18, 1965, made 
^ rsuant to section 706(e) of the Act, 
racf * ng the Portod for processing all 
ca ses from 30 to 60 days. 
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Because the amendments herein 
adopted are procedural in nature the 
provisions of section 4 of the Administra¬ 
tive Procedure Act. 5 U.S.C. 1003, for 
public notice and delay in effective date 
are inapplicable, and these regulations 
shall become effective immediately and 
shall apply to cases presently before the 
Commission. 

1. The table of contents of Part 1601 is 
amended to insert the following item; 

1601.25a Processing of cases; when notice 
issues under § 1601.25. 

2. Part 1601 is amended to add a new 
§ 1601.25a. reading as follows; 

§ 1601.25a Processing of cases; when 
notice issues under § 1601.25. 

(a) The time for processing all cases is 
extended to 60 days except insofar as 
proceedings may be earlier terminated 
pursuant to § 1601.19. 

(b) Notwithstanding the provisions of 
paragraph (a) of this section, the Com¬ 
mission shall not issue a notice pursuant 
to § 1601.25 prior to a determination un¬ 
der § 1601.19 or, where reasonable cause 
has been found, prior to efforts at concil¬ 
iation with respondent, except that the 
charging party or the respondent may 
upon the expiration of 60 days after the 
filing of the charge or at any time there¬ 
after demand in writing that such notice 
issue, and the Commission shall promptly 
issue such notice to all parties. 

(c) Issuance of notice pursuant to 
§ 1601.25 does not terminate the Com¬ 
mission’s jurisdiction of the proceeding, 
and the case shall continue to be proc¬ 
essed. 

Signed at Wasliington, D.C., this 28th 
day of October 1966. 

Stephen Shulman, 
Chairman. 

[PR. Doc. 66-12025: Piled, Nov. 3. 1966; 

8:46 a m. | 


Title 19—CUSTOMS DUTIES 

Chapter I—Bureau of Customs, De¬ 
partment of the Treasury 

|TO. 60 245] 

PART 25—CUSTOMS BONDS 
Bond for Articles for Exhibition 

Section 25.4(a) (17) of the Customs 
Regulations provides that the bond for 
articles for exhibition, customs Form 
7565, shall be taken in an amount equal 
to one and one-quarter times the esti¬ 
mated duties on the articles covered 
thereby. 

Headnote 2, part 5B. schedule 8. Tariff 
Schedules of the United States, provides 
that the above-mentioned bond shall be 
given for the payment of lawful duties, 
but it does not prescribe the amount of 
the bond. In the opinion of the Bureau, 
an amount equal to the estimated duties 
determined at the time of entry is ade¬ 
quate. 

Accordingly. § 25.4(a) (17) is amended 
by deleting therefrom ‘‘one and one- 


quarter times” so that it will read as 
follows: 

§ 25.4 Ronds approved by collectors; 
form and execution. 

(a) • * • 

(17) Bond for articles for exhibition, 
customs Form 7565, in an amount equal 
to the estimated duties, as determined 
at the time of entry. 

* * * • * 

(R.S. 161, as amended. 251, sec. 624, 46 Stat. 
759; 5 U.S.C. 22, 19 U.S.C. 66, 1624) 

The purpose of this amendment is to 
reduce the amount of the bond to be 
taken for articles imported for exhibi¬ 
tion to an amount which has been found 
to be adequate to assure the collection of 
lawful duties. This is a determination 
which is necessarily based on facts 
within the knowledge of the Bureau of 
Customs. It is to the benefit of the 
public that this amendment be made 
effective at the earliest practicable date. 
Accordingly, pursuant to section 4 of the 
Administrative Procedure Act (5 U.S.C. 
1003), notice and public procedure are 
found to be unnecessary and good cause 
is found for making this amendment 
effective upon publication in the Federal 
Register. 

[seal! Lester D. Johnson. 

Commissioner of Customs. 

Approved; October 28, 1966. 

True Davis, 

Assistant Secretary 
of the Treasury. 

[PR. Doc. 66-12027; Filed. Nov. 3, 1966; 

8:46 a.m.J 


Title 33—NAVIGATION AND 
NAVIGABLE WATERS 

Chapter II—Corps of Engineers, 
Department of the Army 

PART 204—DANGER ZONE 
REGULATIONS 

PART 207—NAVIGATION 
REGULATIONS 

Pacific Ocean, Hawaii; Black War- 
rior-Tombigbee Rivers, Alabama 
and Mississippi 

1. Pursuant to the provisions of sec¬ 
tion 7 of the River and Harbor Act of 
August 8, 1917 (40 Stat. 266; 33 U.S.C. 
1), § 204.223 establishing and governing 
the use and navigation of danger zones 
in the Pacific Ocean, Hawaii, is hereby 
amended with respect to paragraph (a) 

(1), revoking the danger zone off Kahuku 
Point, Island of Oahu, Hawaii, effective 
on publication in the Federal Register, 
since the area is no longer needed, as 
follows: 

§ 204.225 Pacific Ocean, Hawaii; dan¬ 
ger /.ones. 

(a) Danger zones —(1) Low level aer¬ 
ial radar target off Kahuku Point , Island 
of Oahu. Hawaii, tRevoked 1 
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|Regs.. Oct. 21, 1966. 1507-32 (Pacific Ocean, 
Hawaii) -ENGCW-ON) (Sec. 7, 40 Stat. 266; 
33 U.S.C. 1) 

2. Pursuant to the provisions of sec¬ 
tion 7 of the River and Harbor Act of 
August 8, 1917 (40 Stat. 266: 33 U.S.C. 
1), § 207.180 is hereby amended with re¬ 
spect to paragraph (d) (8> deleting that 
portion of the regulation governing the 
operation of tows on the Black Warrior - 
Tombigbee River System, Alabama and 
Mississippi, effective on publication in 
the Federal Register since tows are now 
able to pass over the dams at old Locks 
13, 14, and 15, as follows: 

§ 207.180 All waterways tributary to the 
Gulf of Mexico (except the Missis¬ 
sippi River, it» tributaries anil out¬ 
let.**) from St. Marks, Fla., to the Rio 
Grande; use, mlminiMralion and nav¬ 
igation. 

% • • ♦ * 

(d) Locks and floodgates. • * • 

(8) Nwnber of lockages. Tows or rafts 
locking in sections will generally be al¬ 
lowed only two consecutive lockages if 
individual vessels are waiting for lockage, 
but may be allowed more in special cases. 
If tows or rafts are waiting above and 
below a lock for lockage, sections will 
be locked both ways alternately when¬ 
ever practicable. When two or more 
tows or rafts are waiting lockage in the 
same direction, no part of one shall pass 
the lock until the whole of the one pre¬ 
ceding it shall have passed. 

# • • • * 

|Regs., Oct. 21, 1966, 1507-32 (Black Warrlor- 
Tombigbee Rivers. Alabama and Mississippi)- 
ENGCW-ON] (sec. 7, 40 Stat. 266; 33 U.S.C. 
1) 

Kenneth G. Wickham, 

Major General, U.S. Army. 

The Adjutant General. 

(F.R. Doc. 66-12005; Filed, Nov. 3, 1966 
8:45 a.m.] 

Title 50—WILDLIFE AND 
FISHERIES 

Chapter III—International Regulatory 
Agencies (Fishing and Whaling) 

SUBCHAPTER A—INTERNATIONAL PACIFIC 
HALIBUT COMMISSION 

PART 301—PACIFIC HALIBUT 
FISHERIES 

Regulations of the International 
Pacific Halibut Commission adopted 
pursuant to the Pacific Halibut Fishery 
Convention between the United States 
of America and Canada, signed March 2, 
1953: Part 301 of Title 50 is revised to 
read as follows: 

Sec. 

301.1 Regulatory areas. 

301.2 Length of halibut fishing seasons. 

301.3 Closed seasons. 

301.4 Catch limits In Areas 2, 3A and 3B. 

301.5 Size limits. 

301.6 Licensing of vessels. 

301.7 Statistical return by vessels. 

301.8 Statistical return by dealers. 

301.9 Dory gear prohibited. 

301.10 Retention of halibut taken by nets. 

301.11 Retention of tagged halibut. 

301.12 Responsibility of master. 


301.13 Supervision of unloading and weigh¬ 

ing. 

301.14 Sealing of fishing equipment. 

301.15 Previous regulations superseded. 

Authority: The provisions of this Part 301 
issued under .Art. Ill, 5 U.S.T. 5; T1AS 2900. 

§301.1 Regulatory areas. 

(a) The “convention waters" which in¬ 
clude the territorial waters and the high 
seas off the western coasts of Canada 
and the United States of America includ¬ 
ing the southern and the western coasts 
of Alaska shall be divided into the follow¬ 
ing areas, all directions given being 
magnetic unless otherwise stated. 

(b) Area 1 (south of Willapa Bay) 
shall include all convention waters south¬ 
east of a line running northeast and 
southwest through Willapa Bay Light on 
Cape Shoal water, as shown on Chart 
6185, published in November 1964 <42d 
Edition) by the U.S. Coast and Geo¬ 
detic Survey, which light is approxi¬ 
mately latitude 46 p 44'03" N. f longitude 
124 c 04'38" W. 

(c) Area 2 (Willapa Bay to Cape 
Spencer) shall include all convention 
waters off the coasts of the United States 
of America and of Alaska and of Canada 
between Area 1 and a line running 
through the most westerly point of 
Glacier Bay, Alaska, to Cape Spencer 
Light as shown on Chart 8304, published 
in September 1964 (9th Edition) by the 
U.S. Coast and Geodetic Survey, which 
light is approximately latitude 58 11'57" 
N., longitude 136°38'18" W.; thence 
south one-quarter east. 

(d) Area 3A (Cape Spencer to Shu- 
magin Islands) shall include all the con¬ 
vention waters off the coast of Alaska 
that are between Area 2 and a straight 
line running southeast one-half east 
from the highest point on Kupreanof 
Point, which highest point is approxi¬ 
mately latitude 55 c 34'08" N.. longitude 
159 c 36'00" W.; the highest point on 
Kupreanof Point shall be determined 
from Chart 8859 as published March 
1964 (4th Edition) by the U.S. Coast 
and Geodetic Survey. 

(e) Area 3B (Shumagin Islands to 
Atka Island, not including Bering Sea) 
shall include all convention waters off 
the coast of Alaska that are between Area 
3A and the meridian of 175° W. and that 
are south of straight lines running from 
Cape Kabuch Light at the head of Ikatan 
Bay, which light is approximately lati¬ 
tude 54°49'00" N., longitude 163°21'36" 
W.; thence to Cape Sarichef Light at 
the western end of Unimak Island, which 
light is approximately latitude 54°36'0Q" 
N., longitude 164 p 55'42" W.; thence to the 
head of Pumicestone Bay on Unalaska 
Island at a point approximately latitude 
53*31'45" N., longitude 166 58'15" W.; 
thence to Ananiuliak Island Light on the 
southwest side of Umnak Island, which 
light is approximately latitude 52°59'48" 
N., longitude 168°55'06" W.: thence to 
Seguani island Light, which light is ap¬ 
proximately latitude 5223'16" N., longi¬ 
tude 172°26'15" W.: thence to the point 
at intersection with the meridian of 
175® W. on Atka Island at a point ap¬ 


proximately latitude 52*04'08" N. The 
positions of Cape Kabuch Light and 
Cape Sarichef Light were determined 
from Chart 8860 published in October 

1964 (14th Edition); the positions of 
the head of Pumicestone Bay and 
Ananiuliak Island Light were determined 
from Chart 8861. published in March 

1965 (2d Edition); the positions of 
Seguam Island Light and the point on 
Atka Island were determined from Chart 
8862, published in September 1&C3 <4th 
Edition), all charts as published by the 
U.S. Coast and Geodetic Survey. 

(f) Area 3C (west of Atka Island, not 
including Bering Sea) shall include all 
convention waters off the coast of Alaska 
that are between Area 3B and a straight 
line running west northwest from Cape 
Wrangell, the westernmost extremity of 
Attu Island at a point approximately 
latitude 52°55'20" N., longitude 172°26- 
50" E., and that are south of straight 
lines running from a point on Atka Is¬ 
land at approximately latitude 52 *04'08" 
N., longitude 175 c 00'00" W.; thence to 
Cape Amagalik on Tanaga Island, which 
cape is approximately latitude 51°40'40" 
N., longitude 178°07'00" W., thence to 
Aleut Point at the northwest end of 
Amchitka Island, which point is approxi¬ 
mately latitude 51°38'20" N., longitude 
178>37'20" E.; thence to Cape WrangelL 
The position of Cape Amagalik was de¬ 
termined from Chart 8863, published in 
May 1959 (6th Edition), revised Septem¬ 
ber 1963; the position of Aleut Point was 
determined from Chart 8864, published 
in June 1962 (6th Edition), revised 
March 1965; and the position of Cape 
Wrangell was determined from Chart 
8865, published July 1963 (4th Edition), 
all charts as published by the U.S. Coast 
and Geodetic Survey. 

(g) Area 4A (the edge between Uni¬ 

mak Pass and the Pribilof Islands in 
Bering Sea) shall include all the con¬ 
vention waters within the following 
boundary: From Cape Sarichef Light at 
the western end of Unimak Island, which 
light is approximately latitude 54°36'- 
00" N., longitude 164 c 55'42" W.: thence 
in a straight line to a point at latitude 
54®00'00" N., longitude 170°00'00" W.: 
thence true north to a point northeast 
of St. Paul Island, approximately lati¬ 
tude 57°15'00" N., longitude HOWOO 
W.; thence to the point of origin at Cape 
Sarichef Light. ^ . 

<h) Area 4B (Fox Islands in Bering 
Sea) shall include all the convention 
waters within the following boundary: 
From Cape Sarichef Light at the west- 
ern end of Unimak Island, which light 
is approximately latitude 54° 36 00 N.. 

longitude 164 c 55'42" W.. westerly along 
the boundary line of Area 3B, as de¬ 
scribed in paragraph (e) of this section, 
to the point of intersection with tne 
meridian of 170° W. at a point approxi¬ 
mately latitude 52®48'00" N.; thence true 
north to a point at latitude 54 s 00 00 N. 
longitude 170 C 00'00" W.; thence to the 
point of origin at Cape Sarichef Light. 

(i) Area 4C 'south of a line between 
Cape Sarichef and Cape Navarin between 
170° W. and 175* W. in Bering Sea 
shall include all the convention waters 
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between the meridians of 170* W. and 
175« w. that are north of the boundary 
of Area 3B as defined in paragraph (e) 
of this section, and that are south of a 
straight line between a point at lati¬ 
tude 57°15'00" N., longitude 170°00'00" 
W and a point at latitude 59°42'00" N., 
longitude 175°00"00' W. 

(j) Area 4D (west of 175° W. and the 
northeastern flats in Bering Sea) shall 
include all the convention waters which 
are not included in Areas 1, 2, 3A, 3B, 3C, 
4A, 4B, 4C, and 4E. 

(k) Area 4E (southeastern flats in 
Bering Sea) shall include all the conven¬ 
tion waters within the following bound¬ 
ary: From Cape Sarichef Light at the 
western end of Unimak Island, which 
light is approximately latitude 54°36'00" 
N., longitude 164°55'42" W.; thence to a 
point northeast of St. Paul Island, ap¬ 
proximately latitude 57° 15'00" N., longi¬ 
tude 170°00'00" W.; thence to Cape 
Newenham, which cape is approximately 
latitude 58°39'00" N.. longitude 162*10'- 
25" W.; thence easterly and southerly 
along the Alaska coastline to Cape Ka- 
buch Light at the head of Ikatan Bay, 
which light is approximately latitude 
54‘49'00" N.. longitude 163°21'36" W.; 
thence to the point of origin at Cape 
Sarichef Light. The position of Cape 
Newenham was determined from Chart 
9103 as published in September 1958 
<3d Edition), revised April 1962 by the 
US. Coast and Geodetic Survey. 

§301.2 Length of halibut fibbing &en- 

son0« 


(a) In Area 1, the halibut fishing sea¬ 
son shall commence and terminate at 
the same time as the halibut fishing 
season in Area 2 shall commence and 
terminate. 


(b) In Area 2, the halibut fishing sea¬ 
son shall commence at 1800 hours of the 
9th day of May and terminate at 1800 
hours on a date to be determined and an¬ 
nounced under paragraph (b) of § 301.4, 
or at 1800 hours of the 15th day of Oc¬ 
tober. w hichever is earlier. 

(c) In Area 3A. the halibut fishing sea¬ 
son shall commence at 1800 hours of the 
9th day of May and terminate at 1800 
hours on a date to be determined and 
announced under paragraph (b) of 
5 301.4. or at 1800 hours of the 15th day 
of October, whichever is earlier. 

(d) In Area 3B, there shall be two 
halibut fishing seasons: the first season 
shall commence at 1800 hours of the 
18th day of April and terminate at 1800 
hours of the 28th day of April; the sec¬ 
ond season shall commence on the 9th 

of May and terminate at 1800 hours 
hh a date to be determined and an¬ 
nounced under paragraph (b) of § 301.4, 
or at 1800 hours of the 15th day of 
ovember. whichever is earlier. 


In Area 3C. the halibut fishing 
th oL shaU cormn ence at 1500 hours of 
day of March and terminate 

November h0UrS ° f the 15th day of 


4A - the haMbut fishing 
th^u 8 ^ 1 com mence at 1500 horns of 
lftna v» day °* April an d terminate at 
m hours of the 15th day of April. 


(g) In Area 4B, the halibut fishing 
season shall commence at 1500 hours of 
the 1st day of September and terminate 
at 1800 hours of the 10th day of 
September. 

(h) In Area 4C, the halibut fishing 
season shall commence at 1500 hours of 
the 25th day of March and terminate at 
1800 hours of the 20th day of June. 

(i) In Area 4D. the halibut fishing 
season shall commence at 1500 hours of 
the 25th day of March and terminate at 
1800 hours of the 15th day of November. 

(j) In Area 4E. the halibut fishing 
season shall commence at 1500 hours of 
the 25th day of March and terminate at 
1800 hours of the 20th day of June. 

(k) All hours of opening and closing 
of areas in this section and other sec¬ 
tions of the regulations in this part shall 
be Pacific standard time, except in Areas 
3C, 4A, 4B, 4C, 4D and 4E, where they 
shall be local standard time. 

§ 301.3 Closed seasons. 

(a) Under paragraph 1 of Article I 
of the Convention, all convention waters 
shall be closed to halibut fishing except 
as provided in § 301.2. 

(b) All convention waters, if not al¬ 
ready closed under other provisions of 
the regulations in this part, shall be 
closed to halibut fishing at 1800 hours of 
the 15th day of November and shall re¬ 
main closed until reopened as provided 
in § 301.2, and the retention and landing 
of any halibut caught during this closed 
period shall be prohibited. 

(c) Nothing contained in the regula¬ 
tions in this part shall prohibit the fish¬ 
ing for species of fish other than halibut 
during the closed halibut seasons, pro¬ 
vided that it shall be unlawful for a 
vessel to have halibut aboard, or for any 
person to have halibut in his possession 
while so engaged. Nor shall anything in 
the regulations in this part prohibit the 
Intennational Pacific Halibut Commis¬ 
sion, hereafter in the regulations in this 
part referred to as "the Commission," 
from conducting or authorizing fishing 
operations for investigation purposes as 
provided for in paragraph 3 of Article I 
of the Convention. 

§ 301.4 Catch limits in Areas 2, 3A, and 
3K. 

(a) The quantities of halibut to be 
taken during the halibut fishing seasons 
in areas with catch limits shall be limited 
to 23 million pounds In Area 2, to 33 
million pounds in Area 3A, and to 
3,500.000 pounds in Area 3B, each of the 
above quantities to consist of salable 
halibut and the weights in each limit to 
be computed as with heads off and en¬ 
trails removed. 

(b> The Commission shall as early in 
the said year as is practicable determine 
and announce the date on which it deems 
each limit of catch defined in paragraph 
(a) of this section will be attained, and 
the limit of each such catch shall then 
be that which shall be taken prior to said 
date, and fishing for halibut in the area 
to which each limit applies shall at that 
date be prohibited until each area is re¬ 
opened to halibut fishing as provided in 
§ 301.2, and provided that if it shall at 


any time become evident to the Commis¬ 
sion that the limit will not be reached 
by such date, it may substitute another 
date. 

(c) Catch limits shall apply only to 
the halibut fishing seasons in Area 2, 
Area 3A, and Area 3B. 

§ 301.5 Size limits. 

The catch of halibut to be taken from 
all areas shall be limited to halibut which 
with head on are 26 inches or more in 
length as measured from the tip of the 
lower jaw to the extreme end of the 
middle of the tail or to halibut which 
with the head off and entrails removed 
are 5 pounds or more in weight, and the 
possession of any halibut of less than the 
above length, or the above weight, ac¬ 
cording to whether the head is on or off. 
by any vessel or by any master or opera¬ 
tor of any vessel or by any person, firm 
or corporation, is prohibited. 

§ 301.6 Licensing of vessels. 

(a) All vessels of any tonnage which 
shall fish for halibut in any manner or 
hold halibut in possession in any area, or 
which shall transport halibut otherwise 
than as a common carrier documented 
by the Government of the United States 
or of Canada for the carriage of freight, 
must be licensed by the Commission, pro¬ 
vided that vessels of less than five net 
tons or vessels which do not use set lines 
need not be licensed. 

(b) Each vessel licensed by the Com¬ 
mission shall carry on board at all times 
while at sea the halibut license thus se¬ 
cured when it is validated for halibut 
fishing, and this license shall at all times 
be subject to inspection by authorized 
officers of the Governments of Canada or 
the United States or by representatives 
of the Commission. 

(c) The halibut license shall be issued 
without fee by the customs officers of the 
Governments of Canada or the United 
States or by representatives of the Com¬ 
mission or by fishery officers of the Gov¬ 
ernments of Canada or the United States 
at places where there are neither customs 
officers nor representatives of the Com¬ 
mission. 

(d) The halibut license of any vessel 
shall be validated before departure from 
port for each halibut fishing operation 
for which statistical return is required 
and at such times as required by other 
provisions of the regulations in this part. 
This validation of a license shall be by 
customs officers or by fishery officers of 
the Governments of Canada or the 
United States when available at places 
where there are no customs officers and 
shall not be made unless the area in 
which the vessel will fish is entered on the 
license form and unless the provisions of 
§ 301.7 have been complied with for all 
landings and all fishing operations since 
issue of the license, provided that if the 
master or operator of any vessel shall fail 
to comply with the provisions of § 301.7, 
the halibut license of such vessel may be 
validated by customs officers or by fishery 
officers upon evidence either that there 
has been a judicial determination of the 
offense or that the laws prescribing pen¬ 
alties therefor have been complied with. 


No. 21, 


20 


FEDERAL REGISTER, VOL. 31, NO. 215—FRIDAY, NOVEMBER 4, 1966 






11258 


RULES AND REGULATIONS 


or that the said master or operator is no 
longer responsible for. nor sharing in, the 
operations of said vessel. 

(e) The halibut license of any vessel 
fishing for halibut in Area 3B when Area 
3A is closed to halibut fishing must be 
validated at Sand Point, Alaska, prior 
to such fishing, except as provided in par¬ 
agraph (f) of tills section. 

(f) Any vessel already fishing in Area 
3B prior to the date of closure of Area 3A 
may continue to fish in said area until 
first entry at a port or place with a vali¬ 
dating officer or until any halibut is un¬ 
loaded. The vessel must comply with 
paragraph (g) of this section when it 
departs from Area 3B. 

(g) The halibut license of any vessel 
departing from Area 3B into Area 3A 
with any halibut on board when Area 3A 
is closed to halibut fishing, must be vali¬ 
dated at Sand Point, Alaska, subsequent 
to fishing and prior to such departure. 

<h) The halibut license of any vessel 
fishing for halibut in Areas 3C, 4A, 4B, 
4C, 4D, or 4E must be validated at Sand 
Point. Alaska, both prior to such fishing 
and prior to unloading any halibut at any 
port or place other than Sand Point, 
Alaska 

(i) A halibut license shall not be vali¬ 
dated for departure for halibut fishing in 
Areas 1 or 2 more than 48 hours prior 
to the commencement of any halibut 
fishing seasons in said areas. 

(j) A halibut license shall not be val¬ 
idated for departure for halibut fishing 
in Area 3A from any port or place out¬ 
side Area 3A more than 96 hours prior 
to commencement of the halibut fishing 
season in Area 3A, except that a halibut 
license shall not be validated for depar¬ 
ture for halibut fishing in Area 3A from 
any port or place within Area 3B more 
than 60 hours prior to commencement 
of the halibut fishing season in Area 3A. 

(k) A halibut license shall not be vali¬ 
dated for departure for halibut fishing in 
Areas 3A or 3B from any port or place 
inside said areas more than 48 hours 
prior to the commencement of the hali¬ 
but fishing season in each of said areas. 

(l) A halibut license shall not be vali¬ 
dated for departure for halibut fisliing in 
Areas 3C, 4A, 4C, 4D. or 4E more than 96 
hours prior to commencement of the 
halibut fishing season in each of said 
areas. 

(m) Notwithstanding the provisions of 
paragraph (i) of § 301.2, a halibut license 
shall not be valid for halibut fishing in 
that portion of Area 4D that is east of 
the meridian of 175° w f est after 1800 
hours of the 20th day of June, unless the 
master or operator of the vessel shall 
report by radio telegraph to the Inter¬ 
national Pacific Halibut Commission. 
Seattle, at least 24 hours prior to entry 
into said area the intention of the vessel 
to shift its fishing activities into the area. 

(n) A halibut license shall not be valid 
for halibut fishing in more than one of 
Areas 1 or 2, as defined in 8 301.1, during 
any one trip, nor shall it be revalidated 
for halibut fishing in another of said 
areas while the vessel has any halibut 
on board. 


<o) A halibut license may be validated 
for halibut fisliing in more than one of 
Areas 2 or 3A after 1800 hours of the 9th 
day of May provided that the master or 
operator of the vessel shall declare in 
which one of said tw r o areas the vessel 
intends to fish for halibut and provided 
the master or operator shall report by 
radio telegraph to the International 
Pacific Halibut Commission. Seattle, the 
Intention of the vessel to shift its fishing 
activities to another of said areas, the 
date and approximate time of the shift 
and the amount of halibut that is on 
board at the time of shifting, and such 
radio report shall be recorded at the time 
in the log book of the vessel. 

(p) A halibut license validated for 
halibut fishing in Areas 3C, 4C. 4D, or 4E 
prior to the opening of Area 4A or Area 
3B may at the same time be validated 
for halibut fishing in Area 4A and Area 
3B when the latter areas are opened. 

(q) A halibut license may be validated 
for halibut fishing in more than one of 
Areas 3B, 3C, 4B, 4C, 4D. or 4E after 
1800 hours of the 16th day of April pro¬ 
vided that when Area 3B is open to 
halibut fishing the master or operator of 
the vessel shall declare in which one of 
said areas the vessel intends to fish and 
provided the master or operator shall re¬ 
port by radio telegraph to the Inter¬ 
national Pacific Halibut Commission, 
Seattle, the intention of the vessel to 
shift its fishing activities into or out of 
Area 3B to or from another of said areas, 
the date and approximate time of the 
shift and the amount of halibut that is 
on board at the time of shifting, and 
such radio report shall be recorded at 
the time in the log book of the vessel. 

(r) A halibut license may be valiated 
for halibut fishing hi more than one of 
Areas 3A and 3B after 1800 hours of the 
9th day of May provided that after July 
15 the master or operator of the vessel 
shall report by radio telegraph to the 
International Pacific Halibut Commis¬ 
sion. Seattle, the intention of the vessel 
to shift its fishing activities to another 
of said areas, the date and approximate 
time of the shift and the amount of hali¬ 
but that is on board at the time of shift¬ 
ing, and such radio report shall be re¬ 
corded at the time in the log book of 
the vessel, and except that when Area 3A 
Ls closed such validation shall be subject 
to the conditions contained in para¬ 
graphs (e), <f). and (g) of this section 
and to any other applicable provisions 
of the regulations in this part. 

(8) A halibut license shall not be valid 
for halibut fishing in any area closed 
to halibut fishing nor for the possession 
of halibut in any area closed to halibut 
fishing except while in actual transit to 
an area open to halibut fishing, or to or 
within a port of sale. The said license 
shall become invalid for the possession of 
halibut if the licensed vessel is fishing 
or attempting to fish for any species of 
fish in any area closed to halibut fishing, 
or if the vessel has not complied with 
the provisions of § 301.14, if applicable. 

(t) Any vessel which is not required to 
be licensed for halibut fishing under 
paragraph (a) of this section shall not 
possess any halibut of any origin in any 


area closed to halibut fishing except 
w r hile in actual transit to or within a port 
of sale. 

(u) A halibut license shall not be valid 
for halibut fishing in any area in 1966 if 
the vessel has fished in Areas 4A, 4B. 4C. 
4E, and that portion of Area 4D east of 
175° W. longitude in 1966 with set lines 
of the type commonly used in the Pacific 
Coast halibut fishery during the 48 hours 
prior to commencement of the halibut 
fishing season in the aforesaid areas in 
Bering Sea; and the fishing with set lines 
shall in said areas and within this 48- 
hour period be construed to include the 
setting out of mark buoys. 

(v) No person on any vessel which is 
required to have a halibut license under 
paragraph (a) of this section shall fish 
for halibut or have halibut in his pos¬ 
session, unless said vessel has a valid li¬ 
cense issued and in force in conformity 
with the provisions of this section. 

§ 301,7 Stuii'tic'ul return by vessels, 

(a) Statistical return as to the amount 
of halibut taken during fishing operations 
must be made by the master or operator 
of any vessel licensed under the regula¬ 
tions in this part within 96 hours of land¬ 
ing. sale or transfer of halibut or of first 
entry thereafter into a port where there 
is an officer authorized to receive such 
return. 

tb) The statistical return must state 
the port of landing and the amount of 
halibut taken within the area or areas 
defined in the regulations in this part 
for which the vessel’s license is validated 
for halibut fishing. 

(c) The statistical return must include 
all halibut landed or transferred to other 
vessels and all halibut held in possession 
on board and must be full, true and cor¬ 
rect in all respects herein required. 

<d> The master or operator or any 
person engaged on shares in the opera¬ 
tion of any vessel licensed under the reg¬ 
ulations in this part may be required by 
the Commission or by any officer of the 
Governments of Canada or the United 
States authorized to receive such return 
to certify to its correctness to the best 
of his information and belief and to sup¬ 
port the certificate by a sworn statement. 
Validation of a halibut license after such 
sworn return is made shall be provisional 
and shall not render the license valid in 
case the return shall later be shown to be 
false or fraudulently made. 

<e) The master or operator of any ves¬ 
sel holding a license under the regula¬ 
tions in this part shall keep an accurate 
log of all fishing operations including 
therein date, locality, amount of gear 
used, and amount of halibut taken daii> 
In each such locality. This log record 
shall be retained for a period of 2 years 
and shall be open to inspection by repre¬ 
sentatives of the Commission authorise 
for this purpose. 

(f) The master, operator or any other 
person engaged on shares in the opera¬ 
tion of any vessel licensed under the i em¬ 
ulations in this part may be required by 
the Commission or by any officer of the 
Governments of Canada or the United 
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States to certify to the correctness of 
such log record to the best of his infor¬ 
mation and belief and to support the cer¬ 
tificate by a sworn statement. 

(g) The master or operator of any ves¬ 
sel holding a license validated for fish¬ 
ing in Areas 3C f 4A. 4B. 4C, 4D, or 4E on 
entering Sand Point. Alaska, enroute to 
another port to unload, must report to 
an authorized representative of the 
United States or of the Commission the 
estimated amount of halibut on board 
that was caught in each regulatory area. 


§301.8 Statistical relum by dealers. 


(a) All persons, firms or corporations 
that shall buy halibut or receive halibut 
for any purpose from fishing or trans¬ 
porting vessels or other carrier shall keep 
and on request furnish to customs offi¬ 
cers or to any enforcing officer of the 
Governments of Canada or the United 
States or to representatives of the Com¬ 
mission. records of each purchase or re¬ 
ceipt of halibut, showing date, locality, 
name of vessel, person, firm or corpora¬ 
tion purchased or received from and the 
amount in pounds according to trade 
categories of the halibut. 

<b> All records of all persons, firms or 
corporations concerning the landing, 
purchase, receipt and sale of halibut shall 
be retained for a period of 2 years and 
shall be open at all times to inspection 
by any* enforcement officer of the Gov¬ 
ernments of Canada or the United States 
or by any authorized representative of 
the Commission. Such persons, firms or 
corporations may be required to certify 
to the correctness of such records and to 
support the certificate by a sworn state¬ 
ment. 

(c) The possession by any person, firm 
or corporation of halibut which such per¬ 
son, firm or corporation knows to have 
been taken by a vessel without a valid 
halibut license is prohibited. 

(d) No person, firm or corporation 
shall unload any halibut from any vessel 
that has fished for halibut in Areas 3B, 
3C, 4A, 4B, 4C, 4D, or 4E after the closure 
of Area 3A unless the license of said ves¬ 
sel has been validated at Sand Point. 
Alaska as required in paragraphs (e) and 

g) of § 301.6, and unless the vessel has 
complied with the provisions of $ 301.14, 
or unless permission to unload such hali¬ 
but has been secured from an enforce¬ 
ment officer of the Governments of Can¬ 
ada or the United States. 


§ 301.9 Dory gear prohibited. 

The use of any hand gurdy or other 
PPhance in hauling halibut gear by 
nmv b^wer in any dory or small boat 
perated from a vessel licensed under the 
°* the regulations in this part 
^ Prohibited in all convention waters. 

§301.10 Detention of halibut tuken by 
nets. 7 


taktn !„u P roh lbited to retain halibut 

in ft net of any kind or 10 have 

St?^?* Bon any halibut while fishing 

inanu« y net or nets oLher than bait nets 
(hf “ nventi °n waters. 

boarrt.ri ve * s l ls wlth any halibut on 
net or Prohibited to use or possess any 
1 or net « other than bait nets. 


(c) The character and the use of bait 
nets referred to in paragraphs (a) and 
(b) of this section shall conform to the 
laws and regulations of the country 
where they may be utilized and shall be 
of a type commonly used for such pur¬ 
poses and said bait nets shall be utilized 
for no other purpose than the capture of 
bait for use of the vessel carrying them. 

§301.11 Retention of tagged halibut. 

Nothing contained in the regulations 
in this part shall prohibit any vessel at 
any time from retaining and landing any 
halibut which bears a Commission tag 
at the time of capture, provided that such 
halibut with the tag still attached is re¬ 
ported at the time of landing to repre¬ 
sentatives of the Commission or to 
enforcement officers of the Governments 
of Canada or the United States and is 
made available to them for examination. 

§301.12 Responsibility of master. 

Wherever in the regulations in this 
part any duty is laid upon any vessel, 
it shall be the personal responsibility of 
the master or operator of said vessel to 
see that said duty is performed and he 
shall personally be responsible for the 
performance of said duty. Tills provi¬ 
sion shall not be construed to relieve any 
member of the crew of any responsibility 
with which he would otherwise be 
chargeable. 

§ 301.13 Supervision of unloading and 
weighing. 

The unloading and weighing of the 
halibut of any vessel licensed under the 
regulations in this part shall be under 
such supervision as the customs or other 
authorized officer may deem advisable in 
order to assure the fulfillment of the 
provisions of the regulations in this part. 

§ 301.14 Scaling of fishing equipment. 

Any fishing vessel, prior to departing 
from Area 3B into Area 3A with any 
halibut on board when Area 3A as de¬ 
fined in § 301.1 is closed to halibut fish¬ 
ing, shall be equipped with approved 
attachments on the chute to permit the 
securing of a seal or seals, and prior to 
such departure shall request that said 
chute or the gurdy used for hauling gear 
or both chute and gurdy be sealed with 
such seal or seals as shall be required by 
any customs or fishery officer or any 
other duly authorized officer of the Gov¬ 
ernment of the United States. The vessel 
shall keep such seal or seals intact until 
removed by a customs or fishery officer 
of the United States or of Canada and 
shall not unload any halibut until such 
time as said officer removes the seal or 
seals and grants permission to unload. 

§ 301.13 Previous regulation* super, 
soiled. 

The regulations in this part shall 
supersede all previous regulations 
adopted pursuant to the Convention be¬ 
tween Canada and the United States of 
America for the preservation of the 
halibut fishery of the Northern Pacific 
Ocean and Bering Sea, signed March 2, 
1953, except as to offenses occurring prior 
to the approval of the regulations in this 


part. The regulations in this part shall 
be effective as to each succeeding year, 
with the dates herein specified changed 
accordingly, until superseded by subse¬ 
quently approved regulations. Any de¬ 
termination made by the Commission 
pursuant to the regulations in this part 
shall become effective immediately. 

Haakon M. Selvar, 

Chairman. 

William M. Sprules, 

Vice Chairman. 

Harold E. Crowther. 

Martin K. Eriksen. 

L. Adolph Mathisen. 

Francis W. Millerd. 

Haakon M. Selvar, 

Chairman. 

F. Heward Bell, 

Secretary. 

Approved: March 21,1966. 

Lyndon B. Johnson. 

[F.R. Doc. 66-12022; Filed. Nov. 3. 1966; 

8:49 a.m.J 


Title 12—BANKS AND BANKING 

Chapter II—Federal Reserve System 

SUBCHAPTER A—BOARD OF GOVERNORS OF 
THE FEDERAL RESERVE SYSTEM 

(Reg. K) 

part 211—corporations en¬ 
gaged IN FOREIGN BANKING 
AND FINANCING UNDER THE FED¬ 
ERAL RESERVE ACT 

Monthly Average Deposits 

§211.102 Calculating deposit* in de¬ 
termining aggregate liabilities of 
Edge Corporation. 

(a) The question has been raised as to 
the proper method of calculating de¬ 
posits in determining aggregate liabili¬ 
ties for the purpose of § 211.9(c), which 
provides, in part, that “Except with prior 
Board permission, a Corporation's ag¬ 
gregate outstanding liabilities on account 
of acceptances, monthly average deposits, 
borrowings, guarantees, endorsements, 
debentures, bonds, notes, and other such 
obligations shall not exceed 10 times its 
capital and surplus." 

(b) The Board has concluded that in 
determining “monthly average deposits" 
in calculating the limitation on aggre¬ 
gate outstanding liabilities in § 211.9(c), 
a Corporation may deduct from the 
amount of its gross demand deposits the 
amounts permitted in § 204.2(b) of this 
chapter (Regulation D). 

(12 U.S.C. 615. Interprets or applies 12 
U.S.C. 615) 

Dated at Washington, D.C., this 25th 
day of October 1966. 

By order of the Board of Governors. 

[seal] Kenneth A. Kenyon, 
Assistant Secretary . 

[Fit. Doc. 66-12028; Filed, Nov. 3. 1966; 
8:46 a.zn.] 
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Title 5—ADMINISTRATIVE 
PERSONNEL 

Chapter 1—Civil Service Commission 

PART 213—EXCEPTED SERVICE 

Department of Defense 

Section 213.3306 is amended to show 
that the position of Private Secretary to 
the Assistant Secretary of Defense. Of¬ 
fice of the Director of Defense Research 
and Engineering, is no longer excepted 
under Schedule C. Effective on publica¬ 
tion in the Federal Register, subpara¬ 
graph (23) of paragraph (a) of 
§ 213.3306 is revoked. 

(5 U.S.C. 3301. 3302. E.O. 10577, 19 F.R. 7521. 
3 CFR 1954-1958 Comp., p. 218) 

United States Civil Serv¬ 
ice Commission, 
fsEALl Mary V. Wenzel, 

Executive Assistant to 
the Commissioners, 

I F.R. Doc. 66-12035; Filed. Nov. 3, 1966; 
8:47 a.m.l 


p ART 213—EXCEPTED SERVICE 

Housing and Home Finance Agency 
and Department of Housing and 
Urban Development 

§ 213.3314 [Amended] 

1. Section 213.3344 Is amended to 

show that the positions of Assistant 
Administrator (International Housing) 
and Special Assistant to the Secretary 
are no longer excepted under Schedule 
C. Effective on publication in the Fed¬ 
eral Register subparagraphs (4) and 
(8) of paragraph <a) of § 213.3344 are 
revoked. , , 

2. Section 213.3384 is amended to 
show that the positions of Director, Di¬ 
vision of International Affairs, and Spe¬ 
cial Assistant to the Secretary are ex¬ 
cepted under Schedule C. Effective on 
publication in the Federal Register 
subparagraph (17) is amended and sub- 
paragraph (18) is added to paragraph 
(a) of § 213.3384 as set out below. 

§ 213.3384 Department of Housing and 
Urban Development. 

(a) Office of the Secretary. • • • 

(17) Two Special Assistants to the 
Secretary. 

(18) Director, Division of Interna¬ 
tional Affairs. 

• • • • • 

(5 U.S.C. 3301. 3302. E.O. 10577, 19 F.R. 7521, 
3 CFR 1954-1958 Comp . p. 218) 

United States Civil Serv¬ 
ice Commission, 
l seal! Mary V. Wenzel, 

Executive Assistant to 
the Commissioners . 

|F.R. Doc. 66-12036; Filed, Nov. 3, 1966; 
8:47 am.) 


Title 41—PUBLIC CONTRACTS 
AND PROPERTY MANAGEMENT 

Chapter 101—Federal Property 
Management Regulations 

SUBCHAPTER E—SUPPLY AND PROCUREMENT 

PART 101-25—GENERAL 
Subpart 101-25.1—General Policies 

Use of Annual Maintenance Contracts 

Subpart 101-25.1 is amended to pro¬ 
vide in § 101-25.106 for certain consider¬ 
ations and a determination to be made 
prior to the use of annual maintenance 
contracts or per-call arrangements for 
servicing of office machines. 

The table of contents for Part 101-25 
is amended to provide a new entry as 
follows: 

101-25.106 Servicing of office machine*. 

Section 101-25.106 is added as follows: 

§ 101—25.106 Servicing of office ma¬ 
chines* 

<a) The determination as to whether 
office machines are to be serviced by use 
of annual maintenance contracts or per- 
call arrangements shall be made in each 
case after comparison of the relative 
cost affecting specific types of equipment 
in a particular location and considera¬ 
tion of the factors set forth in paragraph 
(b) of this section. 

(b) Prior to making the determination 
required by paragraph «a) of this sec¬ 
tion, consideration shall be given to: 

(1) Standard of performance re¬ 
quired; 

(2) Degree of reliability needed: 

(3) Environmental factors; i.e.. dusty 
surroundings or other unfavorable con¬ 
ditions; 

(4) Proximity to available repair facil¬ 
ities; 

(5) Past experience with service facil¬ 
ity; i.e., reputation, performance record, 
quality of work, etc.; 

(6) Daily use (heavy or light) and 
operator’s care of machine; 

(7) Age and performance record of 
machine; 

(8) Machine inventory in relation to 
operating needs; i.e., availability of re¬ 
serve machine in case of breakdown; 

(9) Number of machines; including 
overall frequency of repairs required; 

(10) Security restrictions, if any; and 

(11) Other pertinent factors. 

(Sec. 205(C), 63 Stat. 390; 40 U.S.C. 486<c)) 

Effective date. Tills regulation is ef¬ 
fective upon publication in the Federal 
Register. 

Dated: October 31, 1966. 

Lawson B. Knott. Jr., 
Administrator of General Services . 

[F.R. Doc. 66-12019; Filed. Nov. 3. 1966; 
8:46 am.| 


Titje 14 — AERONAUTICS AND 
SPACE 


Chapter I—Federal Aviation Agency 
SUBCHAPTER E—AIRSPACE 

| Airspace Docket No. 66-AL-l | 

PART 71—designation of federal 

AIRWAYS, CONTROLLED AIRSPACE, 
AND REPORTING POINTS 


Revocation of Control Area Extension, 

Alteration of Control Zone, and 

Designation of Transition Area 

On September 8, 1966, a notice of pro¬ 
posed rule making was published in the 
Federal Register (31 F.R. 11760) stating 
that the Federal Aviation Agency was 
considering amendments to Part 71 of 
the Federal Aviation Regulations that 
would alter the controlled airspace in the 
vicinity of Cold Bay, Alaska. 

Interested persons were afforded an 
opportunity to participate in the pro¬ 
posed rule making through the submis¬ 
sion of comments. No comments were 
received. 

In consideration of the foregoing. Pan 
71 of the Federal Aviation Regulations 
is amended, effective January 5, 1967, as 
hereinafter set forth. 

1. In § 71.165 (31 F.R. 2055> the Cold 
Bay, Alaska, control area extension is 
revoked. 

2. In § 71.171 (31 F.R. 2065) the Cold 
Bay, Alaska, control zone is amended to 
read: 

Cold Bay, Alaska 


Within a 5-mile radius of Cold Bay Airport 
(latitude 5542' N, longitude 162*43’ W); 
within 2 miles each side of the Cold Bay VOR 
335“ radial and 2 miles each side of the Cold 
Bay ILS localizer N course, extending from 
the 5-mlle radius zone to 12 miles N of the 
Cold Bay RR. 

3. In § 71.181 (31 F.R. 2149) the Cold 
Bay, Alaska, transition area is added as 
follows: 

Cold Bay, Alaska 


That airspace extending upward from 700 
'eet above the surface within 2 miles each 
Tide or the 041° bearing from the Col< * 

RR, extending from the RR to 6 miles NE w 
the RR. and within 2 miles each side of tm 
363* bearing from the Cold Bay RR. * xte “ ' 
tng from the RR to 6 miles W of the RK. 
find that airspace extending upward from 
1,200 feet above the surface within 5 nine. 
SE of the 041* bearing from the Cold Bay bk. 
extending from the HR to 18 miles NE o the 
RR; within 5 miles S of the 263 bearing; f ° 
the Cold Bay RR, extending ° 

18 miles W of the RR; and within the *r 
of an 18-mile radius circle centered on 
Cold Bav RR. extending clockwise from th 


RR. 

(Secs. 307(a). 1110. Federal Aviation Act of 
1958; 49 U.S.C. 1348. 1510; EO 108^4 
F.R. 9565)) 

Issued in Washington. D.C., on October 

26,1966. „ 

H. B. Helstrom, 
Chief, Airspace and Air 
Traffic Rules Division. 

IFr. DOC. 66-12007; Filed. Nov. 3. 1** 
8:45 a.m.) 
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j Airspace Docket No. 65-CE-124] 

PAR T 71—DESIGNATION OF FEDERAL 

AIRWAYS, CONTROLLED AIRSPACE, 

AND REPORTING POINTS 

Alteration of Federal Airway 

On October 14, 1966, Federal Register 
Document No. 66-11186 was published in 
the Federal Register (31 FR. 13315) and 
designated a segment of V-430 from 
Minot, N. Dak., to Devils Lake, N. Dak., 
effective December 8, 1966. The lateral 
extent of a portion of this segment was 
reduced to 3 nautical miles on the south 
side. It was the intent that the reduced 
width be on the north side. Corrective 
action is taken herein. 

Since this amendment is editorial in 
nature, notice and public procedure 
hereon are impractical and it may be 
made effective immediately. 

In consideration of the foregoing, Fed¬ 
eral Register Document No. 66-11186 (31 
FR. 13315) is amended effective immedi¬ 
ately as hereinafter set forth. 

In the text of V-430 “(4 miles N and 3 
miles S of centerline) ” is deleted and 
“(3 miles N and 4 miles S of centerline)” 
Is substituted therefor. 

(Sec. 307(a), Federal Aviation Act of 1958; 
49 US.C. 1348) 

Issued in Washington, D.C., on October 
26. 1966. 

H. B. Helstrom. 

Chief, Airspace and Air 
Traffic Rules Division. 

IF.R. Doc. 66-12008; Filed. Nov. 3, 1960; 

8:45 a.m.J 


[Airspace Docket No. 66-CE-54] 

PART 71—DESIGNATION OF FEDERAL 
AIRWAYS, CONTROLLED AIRSPACE, 
AND REPORTING POINTS 


Alteration of Transition Area 


On September 20,1966, a final rule was 
published In the Federal Register (31 
FR. 12432) which amended Part 71 of 
the Federal Aviation Regulations by re¬ 
designating the Kansas City, Mo., transi¬ 
tion area. The designation contained 
an incorrect latitude coordinate. The 
correct designation should have been 
39 47'45" instead of 39°48'55". 

Since this correction is minor in na¬ 
ture and does not involve an increase in 
controlled airspace, no additional burden 
n, M? Ced on any P erson * and notice and 
puouc procedure hereon are unnecessary. 

in consideration of the foregoing, Part 
om i he Federal Aviation Regulations is 
in e in ded ’ effectlv ® 0001 e.s.t. November 
Hti96G. concurrently with the originally 
ride ’ as hereinafter set 

n 5* \] i m <31 PR. 2149>. the Kansas 
Mo * transition area is amended to 

read: 


Kansas City. Mo. 

fe^L. alrspace ext « n ding upward from 700 
Ulus of llr* thc surface within a 10-mile ra- 
tud* 39 * 07 'ojw S** Municipal Airport (latl- 
w 0720 longitude 94 = 35'30" W.), 


within 2 miles each side of the Riverside, 
Mo., VOR 018“ radial and 2 miles W of the 
Kansas City ILS localizer N course, extend¬ 
ing from the 10-mile radius area to 8 miles 
N of the OM; within an 8-mile radius of the 
Mid-Continent International Airport (lati¬ 
tude 3918 05" N., longitude 94°43*36" W.), 
and within 2 miles each side of the Mid- 
Continent ILS localizer N and S courses, ex¬ 
tending from the 8-mlle radius area to 13 
miles N of the airport and to 8 miles S of 
the Mid-Continent OM; within a 7-mile ra¬ 
dius of the Sherman AAF (latitude 39"22'05" 
N.. longitude 94°54'45" W.); and that air¬ 
space extending upward from 1.200 feet 
above the surface bounded on the SE by the 
arc of a 42-mile radius circle centered on 
the Kansas City Municipal Airport, begin¬ 
ning at the W boundary of V-205 and ex¬ 
tending counter-clockwise to the S boundary 
of V-12 thence along the S boundary of V-12 
to longitude 93°30'00" W., thence N along 
longitude 93*30*00" W. to SE boundary of 
V-10 thence direct to latitude 39°47*45" N., 
longitude 93°34'30" W., thence SW along 
the NW boundary of V-10 to the E boundary 
of V-161. thence W to latitude 39°44'00" N.. 
longitude 94*43 20" W., thence SW to lati¬ 
tude 39°30'00" N„ longitude 94°49'00" W., 
thence W along latitude 39*30*00" N. to the 
SW boundary of V-71 thence NW along the 
SW boundary of V-71 to longitude 95*09*00" 
W.. thence S along longitude 95 09 00" W„ 
to the SE boundary of V-10. thence NE along 
the SE boundary of V-10 to the arc of a 10- 
mile radius circle centered on the Kansas 
City Municipal Airport, thence counter¬ 
clockwise to the W boundary of V-205. 
thence S along the W boundary of V-205 to 
the point of beginning; and that airspace 
extending upward from 5.000 feet MSL 
bounded on the W by longitude 93°30'00" 
W.. on the S by V-4 on the E by V-424 on 
the N by V-116 and on the NW by V-206; 
and within an area bounded on the W by 
longitude 93 30'00" W. on S by V-116 on E 
by V-206 and on the N bv V-10. and within 
an area bounded on the W by V-161 and the 
E by V-10 and on the N by V-50. 

(Sec. 307(a), Federal Aviation Act of 1958; 
49 U.S.C. 1348) 

Issued in Kansas City, Mo., on Octo¬ 
ber 19, 1966. 

Daniel E. Barrow, 
Acting Director. Central Region. 

[F.R. Doc. 66-12009; Filed, Nov. 3. 1966; 

8:45 a.ra.| 


| Airspace Docket No. 66-SW-401 

PART 71—DESIGNATION OF FEDERAL 

AIRWAYS, CONTROLLED AIRSPACE, 

AND REPORTING POINTS 

Alteration of Transition Area 

On August 31, 1966, a notice of pro¬ 
posed rule making was published in the 
Federal Register (31 F.R. 11,492) stat¬ 
ing that the Federal Aviation Agency 
proposed to alter the Flippin, Ark., tran¬ 
sition area. 

Interested persons were afforded an 
opportunity to participate in the rule 
making through submission of com¬ 
ments. All comments received were 
favorable. 

In consideration of the foregoing, 
Part 71 of the Federal Aviation Regula¬ 
tions is amended, effective 0001 e.s.t., 
January 5. 1967, as hereinafter set forth. 

In § 71.181 (31 FJt. 2187) the Flippin, 
Ark., transition area is amended to read: 


Flippin, Ark. 

That airspace extending upward from 700 
feet above the surface within a 10-mile ra¬ 
dius of the Flippin Municipal Airport (lati¬ 
tude 36*17*30" N., longitude 92 a 35'30" W.). 
within an 8-mile radius of the Twin Lakes 
Airport (latitude 36°22'00" N., longitude 
92°28'00" W.). within 2 miles each side of 
the Flippin VOR 086° radial extending from 
the Flippin Municipal Airport 10-mile radius 
area to 8 miles E of the VOR. and within 2 
miles each side of the Flippin VOR 175* 
radial extending from the Twin Lakes 8- 
mile radius area to 8 miles S of the VOR: 
that airspace extending upward from 1,200 
feet above the surface within 8 miles N and 
5 miles S of the Flippin VOR 086* radial 
extending from the VOR to 13 miles E. and 
within 8 miles E and 5 miles W of the 
Flippin VOR 175* radial extending from the 
VOR to 12 miles S. 

(Sec. 307(a), Federal Aviation Act of 1958; 
49 U.S.C. 1348) 

Issued in Fort Worth, Tex., on Octo¬ 
ber 25. 1966. 

Henry L. Newman, 
Director. Southwest Region. 

(F.R. Doc. 66-12010; Filed. Nov. 3, 1966; 

8:45 a.m.) 


[Airspace Docket No. 66-SO-771 

PART 71—designation of federal 
AIRWAYS, CONTROLLED AIRSPACE, 
AND REPORTING POINTS 

Alteration of Control Zone and 
Transition Area 

On September 15,1966, a notice of pro¬ 
posed rule making was published in the 
Federal Register (31 F.R. 12061) stating 
that the Federal Aviation Agency was 
considering amendments to Part 71 of 
the Federal Aviation Regulations which 
would alter the Muscle Shoals. Ala., con¬ 
trol zone and transition area. 

Interested persons were afforded an 
opportunity to participate in the rule 
making through the submission of com¬ 
ments. All comments received were fa¬ 
vorable. 

In consideration of the foregoing, Part 
71 of the Federal Aviation Regulations 
is amended effective 0001 es.t., January 
5, 1967 as hereinafter set forth. 

In § 71.171 (31 F.R. 2065) the Muscle 
Shoals, Ala., control zone is amended by 
deleting: 

• • • and within 2 miles each side of the 
Muscle Shoals VOR 292* radial extending 
from the 5-mile radius zone to the VOR. 

In § 71.181 (31 F.R. 2149) the Muscle 
Shoals. Ala., 700-foot transition area 
(31 F.R. 2651, 6960) is amended to read: 

Muscle Shoals. Ala. 

That airspace extending upward from 700 
feet above the surface within an 11-mile 
radius of the Muscle Shoals Airport (latitude 
34*44*41" N.. longitude 87°36'39" W.). 

(Sec. 307(a), Federal Aviation Act of 1958; 49 
U.S.C. 1348(a)) 

Issued In East Point, Ga., on October 
25.1966. 

William M. Flener. 
Acting Director, Southern Region. 

[F.R. Doc. 66-12011; Filed. Nov. 3. 1966; 

8:45 amj 
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RULES AND REGULATIONS 


SUBCHAPTER F—AIR TRAFFIC AND GENERAL OPERATING RULES 

l Reg. Docket No. 7692; Arndt. 508) 

PART 97—STANDARD INSTRUMENT APPROACH PROCEDURES 
Miscellaneous Amendments 

The amendments to the standard instrument approach procedures contained herein are adopted to become effective 
when indicated in order to promote safety. The amended procedures supersede the existing procedures of the same classifi¬ 
cation now in effect for the airports specified therein. For the convenience of the users, the complete procedure is repub¬ 
lished in this amendment indicating the changes to the existing procedures. _ _ _ . 

As a situation exists which demands immediate action in the interests of safety in air commerce. I find that compliance 
with the notice and procedure provisions of the Administra tive Procedure Act is impracticable and that good cause exists 
for making this amendment effective within less than 30 days from publication. ^ 

In view of the foregoing and pursuant to the authority delegated to me by the Administrator <24 F.R. 5662>, Part 07 *14 
CFR Part 97) is amended as follows: „ . , . _. . , 

1. By amending the following automatic direction finding procedures prescribed in § 97.11 <b) to read: 

ADF Standard Instrument Approach Procedure 

Bearings, headings, courses and radlals are magnetic. Elevations and altitudes arc in feet MSL. Ceilings are in feet above airport elevation. Distances are in nautical 
miles unless otherwise Indicated, except visibilities which are in statute miles. v f _ , . .. , „ , . . 

If an Instrument approach procedure of the above type is conducted at the below named airport, it shall be in accordance with the following instrument approach procedure, 
unless an approach is conducted In accordance with a different procedure for such airport authorized by the Administrator of the Federal Aviation Agency. Initial approaches 
shall be made over specified routes. Minimum alt Uudes shall correspond with those established for eti route opera lion in the particular area or as set forth below. 


Transition 

Ceiling 

; and visibility minimum* 

From— 

To- 

Course and 
distance 

Minimum 

altitude 

(reel) 

Condition 

2 -engine or less 

More than 
2 -on«ine, 
more than 
65 knots 

65 knots 
or less 

More than 
65 knots 

Rockland RBn 

Bur Harbor RBn.-.. 

Direct— . 

2500 

T-dn. 

300 1 

300-1 

SXP4 

Anmifita VO R 

Bar Harbor RBn. 

Direct.. 

3030 

C-dn. 

6 'JO-l 

C 00-1 

GQO-l'i 





A-dn. 

NA 

NA 

NA 


Procedure turn W side of ars, 038° Outbnd, 2I8 C Inbnd, isnry within lOirHes. 

Minimum altitude over facility on final approach crs, 800'. 

If *visuji 'contac? noTtttabl ishei 1 Tiponfosccnt to authorized landing mtnimums or if landing not accomplished within 2 miles after passing RBn, make right-climbing turn 
to 1900', return to Bar Harbor RBn, hold NE, Inbnd 21b*. right turia, 1 minute. 

Notes: (1) State-owned facility nmst be monitored aurally during approach. (2) Use Bangor altimeter setting. 

MSA within 25 miles of facUity: Q00 # -090*—2500'; 090° 180 r ~3000'; lW-270*—2500'; 270 -360 —2500 . 

City. Bor TTarbor: State, Maine; Airport name, Bar Harbor; Elev., 84'; Fac. Class., MHW; Ident., BIIB; Procedure No. I, Arndt. 5; Eff. date, 26 Nov. 66 ; Sup. Arndt. No. 4; 

Dated, 20 July 63 



Direct. 

2300 

T-dn. 

300-1 

300-1 

200 - 14 , 

t!om 

Direct__ 

2300 

C-dn. . 

5*j0-l 

500-1 

500-1:4 

Leslie Ini 

Direct.. 

2300 

S-dn-35. 

600-1 

500-1 

600-1 

Leslie Int ... . . ...._ 

Direct. 

23U0 

A-dn. 

£ 0 ( 1-2 

800 2 

800-2 

LOM (filial)... . 

Direct.. 

2100 






FAR VOR ._. 

FAR RBn ... 

Rice Int ___ 

FAR VOR .. 

Leslie Int ... LOM (final).. 


Procedure turn E side of ers, 171* Outbnd, 351* Inbnd, 2300' within 10 miles. 

Minimum altitude over LOM on final approach ers, 2100'. 

Crs and distance, facility to airport, 35r—4.1 miles. . ^ ,, . .. v ,. frnm 

If visual contact not established upon descent to authorized landing mlnhnums or if landing not accomplished within 4.1 miles after passing LOM. climb on ew. 35‘ [ r0 * n 
LOM to 2500' within 10 miles, or when directed by ATC. make Wbciimbhag turn to inter^pt FA R V»>R, R 2SI ,climb to 2b00' on R 291* within 20 inile? of I- AR ' OX. 
MSA within 25 miles of facility: 000 6 -090 c —27ULK; LAK)M80*-24UU\ l80"-270*—2300'; 27U*-360 < '-3200\ 

City, Fargo; State, N. Dak.; Airport name. Hector; EIcv., 900'; Fac. Class., LOM; Ident., FA; Procedure No. 1, Arndt. 17; EtT. date, 26 Nov. 66 ; Sup. Arndt. No. 16; 

21 Nov. 64 




T-dn#*. 

600 l 

600-1 ! 



C-dn#. 

IKMHJi 

1100 - 1)4 



A dn. 

NA 

NA 


600-1 

11002 

NA 


Procedure turn 8 side of ers, 267° Outbnd, 087° Inbnd. 3500’ within 10 miles. 

Minimum altitude over facility on final approach ers, 230O'. 

Crs and distance, fodlity to airport, 087°—2,7 miles. _ .. . 

If visual contact not established upon descent to authorized landing ininimuins or if landing not accomplished within 2.7 miles after pacing LC1 RBn, cliniD on «»< i 
netle bearing from LCI RBn to 200tf. then left-climbing turn to 3500' direct LCI RBn. Hold VV of LCI RBn, 1-mlniitc, right turns, 087* Inbnd. . rA j 

Notes: <l) Approach from a holding pattern not authorized, jwocedurc turn required. (2) Use Concord altimeter setting. (3) State-ownid facility mu>t be nur.m 
aurally during approach. 

Caution: 1000 ' to 2400' terrain, from 1 to 5 miles, In the southern quadrant of airport. # . . .. if :„ n 0 f 

Departures: Runway 26 or 35. make light-climbing turn to 2300' or above direct LCI UBu. C ontiuue climb in landing pattern to MHA 3 .VXr or ME A. tor aircvu 
flight. Runway 8 . make left-climbing turn to 2300' or above direct LCI RBn. Continue climb iu holding pattern to M11A 3500* or MEA. for direction of flight. 

INlght operations on Runwuys 8/26 only. 

•No takeoffs on Runway 17. 

MSA within 25 miles of faculty: 000° O0O*-55OO'; 0lM)M80*-3500'; 180 e -270*-4000'; 270*-300*—1500\ 

City, Lacopla; State, N.H,; Airport name, Laconia Municipal; Elev., 552'; Fac. Class.. MHW (State owned); Ident., LCI; Proo Jure No. 1, Arndt. 4; EfT. date, 26 So \■ 

Sup. Arndt. No. 3; Dated, 10 June 65 

4"0 l 

e*x> 2 


OKC VOR__ 

Bethany Int- .._ 

Cashion Int.... 

TWO RBn. 

Newcastle Int.... 


LOM .. 

Direct_ 

2600 

T-dn. 

300-1 

300 1 

LOM.. 

Direct........ 

2600 

C-dn. 

400-1 

500-1 

TWO RBn ... ... . 

Direct__ 

3100 

S-dn-35L. 

400-1 

400-1 

LOM . 

Direct... 

2600 

A dn.... 

800 2 

800 2 

LOM (final).... 

Direct.. 

2400 





Radar available. 

Procedure turn R side of crs. 171° Outbnd, 331* Inbnd, 2AW within in miles. 

Mitiinium altitude over LOM Inbnd final. 2400'. 

Crs and distance, facility to airport, 351°—3.8 miles. v ., .. . . , in( y on 351 * 

If visual contact not established upon descent to authorized landing minimum* or it hunting not accomplished within 3.8 miles after passing LOM,cuum> 10 
crs within 15 miles, or when directed by ATC. turn left, climb to 2500' direct to the OKC VO R. 

MSA within 25 miles of facility: 315 o -045 < ’—3iKX/; 043*-135 # —290fr; 135*-3i5 # —260u'. 

City, Oklahoma City; State, Okla.; Airport name, WU1 Rogers World; E!cv., 1284'; Fac. CLss.. LOM; Ident., OIT; Procedure No. I, Arndt. 14; Kfl. date, 26 Nov. 06; Sup. Al,lUk * 

No. 13; Dated, 7 May 00 
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ADF Standard Instrument Procedure— Continued 



Transition 


Ceiling and visibility minlmums 

From— 

To- 

Course and 
distance 

Minimum 

altitude 

(feet) 

Condition 

2-englue or less 

More than 
2-engine, 
more than 
65 knots 

65 knots 
or less 

More than 
65 knots 

gi N VO R ____ 

8L LOM__ 

Direct.... 

Direct. 

3100 

2900 

Tdn... 

C dn__ 

8-dn 35. .. 

A-<ln. 

300 1 
400 1 
406-1 
866 2 

300-1 
506 1 
400 1 
800 2 

200-H 
500-1*4 
406 1 
800 2 

Uttdaborg 19-mile DME Fix, R 175° SLN 
VOR. 

SL LOM (final). 


Procedure turn E side of crs, 171° Outbnd, 351* Inbnd. 310^ within 10 miles. 

Minimum altitude over fudlity on final approach crs, 2000'. 

Crs and distance, facility to atrjiort, 351 # -*5.7 miles. 

If visual contact not established upon descent to authorized landing minitmims or if landing not accomplished within 5.7 miles after passing LOM, climb to 2900' on 351* 
bearing from SL LOM within 15 miles, make right turn and return to LOM, climbing to 31(X/ ui»on reaching LOM, or when directed by ATC, climb to 2900' on 351° bearing 
from SL LOM within 15 miles, make right turn and proceed direct to SLN VOK. 

Caution: Restricted area. 7 miles 8W of airport. 

MSA within 25 miles of feclllty: 000°-360°-3006'. 

City, Sal inn; State, Knns.; Airport name, Municipal; Kiev., 1271'; Foe. Class., LOM; Ident.. SL; Procedure No. 1, Arndt. Orig.; Eft. date, 26 Nov. 00 


Coweta Int_____ 

TU LOM.. 

Direct.. 

2800 

2500 

3100 

2500 

2500 

2300 

T-dn 

300 1 
400-1 
400-1 
806-2 

306 1 
506-1 
400 1 

806-2 

TUL VOK. 

TU LOM.. 

Direct. 

C-dn 

Shell Lake INT. 

TU LOM. 

Direct.. 

8-dn-35 R 

Olenpool fnt. 

TULOM. 

Direct. 

A-<ln 

SteMuns Int____ 

TU LOM. 

Direct 


0K.M VOR... 

TU LOM (final) .. 

OKM R 345 a and 
354® bearing to 
TU LOM. 




1200-H 

400 1 

800 2 


Rmlar Available. 

Procedure turn E side ers, 175* Outbnd, 355° Inbnd, 2500' within 10 miles. 

Minimum altitude over T U LOM Inbnd final 2300'. 

Crs and distance, facility to airnort, 355°—5.4 miles. 

If visual contact uot established upon descent to authorized landing minlmums or if landing not accomplished within 5.4 miles after passing TU LOM climb to 2500' on 
crs.355* within 15 miles, or when directed by ATC, climb to 2500' on R 030° TUL VO R witblu 20 miles. 

1300-1 required ou runways 3L, 21R. 17R. 35L. 

MSA within 25 miles of facility: 000°-090 6 —2300'; 090*-ISO®—3600'; 180°-360®—3200'. 

CUy. Tulsa; Mate, Okla.; Airport name, Tulsa International; Kiev., 074'; Fac. Class., LOM; Ident., TU; Procedure No. 1. Anult. 12; F.fT. date. 26 Nov. 66; Sup Arndt No IP 

Dated, 3 Apr. 65 ’ 


2. By amending the following very high frequency omnirange (VOR) procedures prescribed in § 97.11(c) to read: 

VOR Standard Instrument Approach Procedure 


^T^U^ d U^ Uta<1 “ "* 10 ** M8L - CeUU,g8 arc 10 ,e8t 8,WVe 8lrp0rt «• ta 

appr ? ac i * 1 procedure of the above type Ls conducted at the below named airport, it shall be in accordance with the following instrument approach procedure, 
jSfU® R PProoch is conducted in accordance with a different procedure for such airport authorized by the Administrator of the Federal Aviation Agency. Initial approaches 
•hall be made over specified routes. Minimum altitudes shall correspond with those established for on route operation in the particular areTor^ set forth below. a|>proac,,os 


Transition 

From— 

To— 

Course and 
distance 

Minimum 

altitude 

(feet) 

Binghamton VO R_ , 

3-mlle DME Fix, R 076° (final) 

Direct..._ 

2100 





Celling and visibility minlmums 


Condition 


2-engine or less 


65 knots 
or less 


More than 
65 knots 


More than 
2-engine, 
more than 
65 knots 


T-dn.. 306 1 300 1 206 

C-dn. 506-1 506 1 600 

S-dn-10. 500 1 506 1 506 

A-dn. 800-2 800-2 800 2 

DME minlmums—DM K equipment required: 

8-dn -10.1 400 11 400-1 t 406 I 


Procedure turn 8 side of crs. 256® Outbnd, 076° Inbnd, 3306 within 10 miles. 

- 4 * ' " ‘ , 2700'; 3-miJe DME Fix, 2129\ 


* aCCOmi,US,KVd Wkh,n 7 IU,M VOR. climb to 3500'on 

M8A w, H*in 26 miles of fucility: 270°-090*—3300'; 000*-180*—3600'; 18<r-270®—2900'. 

Chy. Ringhamton; Slate, N.Y.; Airport name, Broomo County; Elev., 1629'; Fac. Class., L-BVORTAC; Ident., BOM; Procedure No. 1, Arndt. Orig.; Eff. date, 26 Nov. 66 





T-dn. 

300-1 

306-1 




C-dn. 

700-1 

700-1 




8-dn-27*. 

706-1 

706-1 




A-dn. 

806-2 

800-2 


206-H 
706-m 
700-1^ 
800-2 


? slde of CTS ' 0780 Outbnd, 258* Inbnd, lMf within 10 miles. 

SS,f llU(lfi , 0Vfr ^cllity on final approach crs, 1400'. 

Uvlsiud ™ fttcllit y t0 airport, 267*-5.3 miles. 

H 2W" wllhta2omllesM^Tx ! voR U,M>n desccnt t0 authorized landing minlmums or If landing not accomplished within 5.3 miles after passing 8TX VOR, climb to 2000' on 

•SEE Jim? ! ,ours of operation 0606-2100. 

MSA Srk? tanking visibility not authorized. 

a within 25 miles of facility: 000°-090°—1900'; 090*-180*—1906; 180*-270*—1906; 270° 360 s —2200'. 

I. Clirhtianstcd; Island, St. Croix; Territory, V.I.; Airport name. Alexander Hamilton; Kiev., 60'; Fac. Class., L-BVOR; Ident., STX; Procedure No. 1, Arndt 3* Eff date 

20 Nov. 06; Sup. Arndt. No. 2; Dated, 16 Oct. 65 ' * 
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RULES AND REGULATIONS 

VOR Siandahd Instrument Aprr.OAcn rnoccDCRE—Continued 


Transition 

Celling and visibility minimnms 



Course and 
distance 

Minimum 

altitude 

(fwt) 


2-engine or less 

More than 
2-englne, 
more than 
65 knots 

From— 

To— 

Condition 

65 knots 
or less 

More than 
65 knots 


OME VORTAC. 

Direct. 

2500 

T-dn.. 

300-1 

600-1 

400-1 

300-1 

500-1 

400-1 

200-4' 

600-14 

40(4-1 

OE LFR.—---—-- 




C-dn- 

S-dn-27*. 





A-dn_ . _ 

800-2 

800-2 

800-2 








Procedure turn S side of ers, 090* Outbnd, 270* Inbnd, 1COO' within 10 mUes. 

M^lmn "ftiS ov^f»clli(y on final approach ers, 1100'; over 2-mile DME Fix or OE LFR on final, 050*. 

landing ml.0mu.ns or if landing not acco.npl01.ed within 1.6 mUes after posing OME VORTAC. turn left, 

•"“Sw^wia SrttaMto Atc!d'ME may I* used to position aircraft for final approach at 3000- between radbdsOOI* clockwise to M8* and at 2M0' between radial. <M4» 
clockwise to 138° within IS miles with the diminution of * procedure turn. 

(Caution: High terrain to 1200' beyond 3 miles N. Radio tower 284,3.3 miles ESE of airport. 

•400-16 authorized witli operative SALS except for 4-cwRine turbojets. 

City, Nome; State, Alaska; Airport name, Nome FAA;Elev„ 37’; Fae. Cl^-.II^RTA^adent., OME; Procedure^. 1, Arndt 6; Efl. date, 3* Nov. M; Sup. Amdl Ne.« 


17-mile DME Fix, R 209*. OGDVOR. 

10-mile DME Fix, R 299* OGDVOR. 

15-mile 1)ME Fix, R 200°, CUD V OR. 

13-mhe DME Fix, R 200*. OGT> VO R. 

10-mile DME Fix, R 260*. OGD \ OR- 


10-mile DMK Fix, R 299% OGD VOR. 

OGD VOR (final).------------- 

13-mile DMK Fix, R 260% OGDVOR. 
10-mile DME Fix, R 260% OGDVOR. 
10-mile DME Fix, R 299% OGDVOR. 


Direct-«— 

Direct_ 

Direct.- 

Direct.. 

Via 10-mile Arc.. 


6700 

5500 

8200 

0700 

6700 


T4n'%... 
C-dn**.— 
S-dn-7— 
A-dn.. 


300-1 

300 1 

500-1 

500 1 

400-1 

400 1 

800 2 

800-2 


500-1.4 
400 1 
800-2 


Prl»rturcturn C N side of ers. 2W* Outbnd, 119* Xnlmd, 6700' within 10 miles. AU turns to las made on the N side of the ers; high terrain to 8. 

Minimum altitude over facility on final approach ers, 5500'. 

H vlSS ^?io“bUshfen°d£^t toauthorirod landing minimum* or If landing not accomplished within 3.7 miles after passing OOD VOR or at 3.7-n.fU DME 
r,I 'N%??W"Xd^by'ATT6^^^^ mBEKSpSt between R IMP clockwise to R 328* to pod.km aircraft lor final approach with the citato.- 

Mongol procedure turn. ^ ^ 

iSSSSiStab 1 ™ RaSrSlOUD VORTAC within 10 miles of VORTAC to minimum crossing altitude required (or direction of (light, or as directed hy 

Direction of fUgki 

N J-9 .-. 

NE V-6 . . 

W V-6...— . .*’ m 


MSA wiUiln 2'. miles of facility: 060° ■130’-10AOO';t50'-240'-7600';240'^30*-8000';330*-060*-10.800'. 

City, Ogden; State, Utah; Airport name. Ogden Municipal; Kiev., ^ ' 0005 P "*** ,re ** ’’ ^ * ' ‘ 





T-d_ 

C-d.— 




A-d.-.- 




If Rich wood Int 

.| 


300-1 

1000-2 

NA 


600-1 


NA 

NA 

NA 


NA 


NA 

NA 

NA 


NA 


authorized. Descend to 200b In OOD VOR holding pattern, 1-mlnute left turns, 0U* Inbnd, or deseend to 2000' in OOD VOR holding paf.em.l-mlnufe 

lcfl turns, 031° Inbnd. 


l turns, uai~ inuna. _ . , 

Minimum altitude over fcveility on final approach ers, 200(r 
Crs and distance, facility to airport, 066 —10.3 miles. 

Caution: Radio tower 1049', 5.5 miles SE of airport. 

... ..xire.if (aiic n/.l a 1 1 ItnH 1 


miles after 


Note: Night operations not authorized. 

* Maintain 1100' until passing Rich wood Int. 

MSA within 25 miles of the facility: 000 -090 —2400'; 090 -300 —1800'. 


Wheeling LOM. 



AlRVOTt _ _... 

Direct. 

3000 




T-dn.. 

C-d.. 

C-n... 

A-dn. 


300 1 
700-1 
700-2 
NA 


300 1 
7001 
700 2 
NA 


NA 

NA 

NA 

NA 


DME:Sffiinum»-DME equipment squired ^ 
C ~ d --• — ~ 1 000 2 


C-n. 


600-2 


NA 


MiSum altHudeovw forillty 3 oiPfVAli^piSM^S^2W$ omlkmSe DMK Fix, R 293% 1900'. ^ 

r^vl^iU wnta^n^^tab\?s^3^ r pon'descent 1 to^authorir.ed landing minimum. or If landing not accomplished within 7.1 miles after pacing AIR % OR. dim > 

™ cou - 

Caution: 152*? radio tower. 1.6 miles NE, and 1468 Ingh-tcntion line, 2.7 miles bE of airport. 

MS A within 25 miles of facility: 000°-090 > —3100*; 090 -360 —2700'. . . *. PfT date 26 Nov. 66; 

City, 81. Clalrsvllle; Slate, Ohio; Airport name. Alderman Field; Etar '***" " 
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RULES AND PECULATIONS 

VOR Standard Instrument Approach Phocepcke— Coutlnucd 


14265 


Transition 

Ceiling and visibility miniiuums 

From— 

To- 

Course and 
distance 

Minimum 

altitude 

(foot) 

Condition 

2-engine or less 

More tlian 
2-engine, 
more than 

65 knots 

06 knots 
or less 

More than 
06 knots 

R 282% SLN VOR clockwise. 

R 080*, SLN VOR counterclockwise. 

g-nille DME Fix, R 003*, SLN VOR. 

R 003*. SLN VOR. 

R 003’, SLN VOR.. 

SLN VOR (final) . 

Via 8>mUe D.ME 
Arc. 

Via 8-mIlc DME 
Arc. 

Direct. . 

3100 

3100 

400 

T-dn.. 

C-dn. 

S-dn-17. 

A-dn. 

Mini mums with 

C-dn. 

S-<ln-l7. 

ilii ii 

w 

9 

a 

1111 Ii 

2t KM* 
600-1'j 
500-1 
600-2 

1 500-15^ 

400 1 

PnxTdinrc turn W side of ers, 0(13° Outbade 183’ Inbnd, 2900' within 10 mflej«. 

Minimum altitude over facility on final approach ers, 2400'; 2.5-n»lle DMK Fix (R 183°) 1771' 

Crs and distance, facility to airport 183’--4.2 miles. ' ' 

Note: Kin id approach from holding pattern at SLN VOR not authoriicd, procedure turn required. 

Caution: Restricted area 7 miles SW of airport. ‘ 

MSA w ithin 26 miles of facility: ooo’-SOQ’—3000\ 

City, Sal to a; State, Kan*.; Airport name. Municipal; Kiev., 120'; Fae. C^B.. H-BVORTAC.-Ident.. SLN; Procedure No. 1, An.dt. 2; KB. date. 2« Nov. 06 Sup. Arndt 

InO. lj Diuoa, 0 Aug. (Mi * Mr • 

1 




T-d.. 

C-d. 

A-d._. 

300-1 
•00 1 
NA 

300 1 
900 1 
NA 

NA 

NA 

NA 


. iuvwuii; IUU a atuc ui era, V/UUUin, UiU' ill DU U, 2300' Within 10 IliJlcS. 

Minimum nit it mb- over facility on final approach er? t 2300\ 

( rs and distance, facility to airport. ObO’—6.3 miles. 

tanitoW *•» pa«to« the VOR make dlMbtag *ht 

m w “* htr — **» IFR «ppr~h. 

C»y, Sou.!, Boston; State. Vo.; Airport name. Wi.ltam M. Tuck; W™t- SBV; Procedure Vo. I. Arndt. 1; F.ff. date, » Nov. 00; Sup. 

to r< 3 adf y amending the following terminal ver y hj eh frequency omnirange (TerVOR) procedures prescribed in § 97.13 

Terminal VOR Standard Instrument Approach Procedure 

™ ta *•* MSI- Cellluoo an, In fee, above a.rport elevation. Distant are to nautical 

*;:sa:arx'a*** ssm s?r-« v**™. 

** made 0Ter ■'•“ ec ‘ fle< ' n,u,(S - MM ***altitudes shall££«*p<tod withU^SuUtoted for cn ^ute o.^ton to theLtEuZ ,S‘^'‘PProachcs 


Transition 

Mv |U W • 

Ceiling and visibility minimuins 

From— 

To- 

Course and 
distance 

Minimum 

altitude 

(feet) 

Condition 

2-engine or less 

More than 
2-engine, 
more tlian 
06 knots 

66 knots 
or less 

More than 
65 knots 

Deer Turk VOR.. . 

harden Int (9-mlle 1>ME/Radar Fix)V_.; 
Elniont Int (4-mile DME/Radar Fix) 

Carden Int (9-mile DME, Radar Fix) 
Elmont Int (4-mlle DMK .Radar Fix) 
JFK. VOR (final). 

Direct. 

Direct... 

Direct... 

2000 

912 

912 

T-dn. 

C-dn. 

S-dn-22L_ 

A-dn.. 

If Elmont Ini (4- 
following miuin 

C-dn. . | 

S-du-22L#. 

300-1 

IMAM 

900-1 

wjp-2 
mile DM E/1 
iiums apply: 4 
1 ® n °- 1 1 
M °-‘| 

300 1 
900-1 
900-1 
900-2 

twlar Fix) Ul 

000-1 , 
600 1 

20OJ* 
900-1 » 2 
900 1 
q(XK2 

tentlfied. the 

| 600-15$ 
600-1 

Kfular available. ” 





. •I’wuuro turn not authorized. 

,m (9 ” ,,U< DME ' R “d- Fix)-W over EtatoPt Ini (Ml. DUE/ Radar Fix)— 912 '. 

,FK 'A22ll^ to" »Sna” totod”M?!’ *'® “"' r ,, “ el ” E ElnM>n ‘ Im ' c " , " bstral * hl •*»*'« 

. X,a )<»k; State, N.Y.; Airport name, John F. Kennedy Internationa]: Kiev 12- Fac Class S.RVnnTAr.tAM.* .,.,. . 

Ell.date,26Nov.06; Sup Arndt. No. IV VojwSt*/£& D.M* ?$£*»* ' rr0t * Iurt No TerVOR 221.,Anal,. II; 


No. 21S-21 
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142fi6 RULES AND REGULATIONS 

4 By amending the following very high frequency omnirange-distance measuring equipment (VOR/DME) procedures 
prescribed in I 97.15 to read: 

VOR/DME St* Nil A no instrument Approach Procrdurr 

Rearing, heading, course and radial, arc magnetic. Elevation* and altitudes are la feat MSD. Ceiling, are In fee. above air,»rt elevation. Distance, are in nautical 
mite untea otherwise indicated, except vbibUitlra whb* *«itei statute u)ij». ta accordance with the following instrument approach proccduro, 

If an instrument approach procedure of fw such Airport aut iwrtud by the Administrator of the Federal Aviation Agency initial approaches 

loss an approach ^Ml^t^altltudosshaU whh t iiwe^tatilishwlfor en route operation In the particular area or ns sot forth below. 


unless an nyuivwu ►» v«—-w- — 
shall lie made over specified routes. 


Transition 


From— 


To- 


Oourse and 

distance 


Minimum 

altitude 

(feet) 


Ceiling and visibility minimum* 


Condition 


2-engine or less 


65 knots 
or less 


More Ilian 
66 knots 


More than 
2-engine, 
more than 
65 knots 


Boston VORTAC _ --- 

tt-mllo DME Fix (BOS VOR, U 030°). 


9-mile DME Fix (BOS VO R, R 030") 
12-n.ile DMK Fix (BOS VOR. K030") 


final. 


Direct.. 

Direct.. 


2000 

1100 


T-dn. 

C-dn 

S-dn. 

A dn 


300 1 

600 1 
NA 
NA 


300 1 

500-1 

NA 

NA 


300 1 
600-ltf 
NA 
NA 


Rodor available. 

Smt^m ldU?u""DME Fix, BOS ROM*. 2000'; Kmile DMK FD (BOS R «WO. 1100'. 

landing minimum. «Ulanding not accomplished when over the 13.7-mllo DME FI., climb on BOS R W 

City BtX state 1C, Airport name. Beverly Municipal: Kiev.. Iff; Fac. Ch^ H-VORTAC; Idcnt.. BOS; Procedure No. VOR/DME-i, Amdt. Or,g, Ed. dale,* 


PROCEDURE CANCELED, EFFECT'D E 26 NOV. lflM. ctaM „ V 0RTAC; Ident.. BOM; Procedure No. VOR/DME No. 1, Amdt. «: EH. date, 

City, Binghamton; State. N.Y.; Airport name, Broome C oun y. j> 1 ^ • A “ (|t No ; 5; Dated. 16 Aug. 62 


np i vn _ . 

OME VORTAC ... 

Direct-.. 

2500 

T-dn- 

C-dn 

300-1 

506 1 

300-1 

500 1 





B-dn-r’.V.V.lV. 

400! 

400-1 





A-dn.. . 

8002 

800-2 


20»W 

wo-iii 

460-1 

two 2 


SEh^&de^l^^^^te DMK Fl«MdiS,«J'. 

gjfiS conUcUtol eSblShed u^nd^cnUoStbMUcd'lmidlng minimum, or if ianding not accomplished a. 5-mile DME Fix, climb to »<* on R 00.*, OME VOKTAC 
W %“o"en atithorlxcd by ATC. DME may be used to po-Biot. alrcrett for fitml »P..roach at Mf between radial, 046’ clockwise to 138’ and at 2000- between 136 to - 
Wl T*^r.^ tower 264'. 3.3 utile. BSE of airport. 

M^hM^ p d N# V0K/ , )MF , Amdt 0r1g . Kfl date, 26 Nov. 66 

City. Nome; State, Alaska; Atrporl name. Nome FAA; Elev.,37'; Fac. Class- II BVORTAC; idem.. OME; Procedure N..VOR/DMF-I, Amdt. Prig., EH. -.- 


PROCEDURE CANCELED, EFFECTIVE 28 NOV. 1966. 


, BVORTAC; Idcnt., OGD; Procedure No. VORfDME No. I, Amdt. 3; Efif. date,30d. 


Allegheny VORTAC. 
Wheeling VOR. 


Manifold Int/DME Fix (final). 

Direct.... . 

2600 

T-dn... 

300-1 

800-1 

NA 

300-1 

800-1 

NA 


Manifold Int/DME Fix. -- 

Direct. 

3000 

C-dn.. 

A-dn.. 










NA 

NA 

NA 


,n,/DME FU ' 

aero's m^x w ®b“^x *• vo « u ° id «• ini,n>iu> ri8,,t t,,r,,s ' w2 ia " ai • 

Caption: 1707' antenna, 2 miles E of nlrport. 

MSA within 28 miles of facility: 000 -360 3100*. wm*.-. ti * & nr-- i> r cxinr.- Mo VOR/DME No. I, Amdt. 1; Eff. 

~ *w« —. «-»»-£B4rier*e as.”® 
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RULES AND REGULATIONS 


14267 


5 . By amending the following instrument landing system procedures prescribed in § 97.17 to read: 

ILS Standard Instrument Approach Procedure 


Bearings, bead lugs, courses and radiais arc magnetic. Elevations and altitudes are in feet MSL. Ceilings arc in feet above airport elevation. Distances ore in nautical 
mite? unless otherwise indicated, except visibilities which ore in stntutc miles. 

Jf au instrument approach procedure of the above type is conducted at the below named airport, it shall be In accordance with the following instrument approach procedure 
mile* an approach Is conducted In accordance with a different procedure for such airport authorized by the Administrator of the Federal A viat Ion Agency. Initial approaches 
shall be made over specified routes. Minimum altitudes shall correspond with those established for eu route operation in (he particular art.* or as ocl forth below. 


Transition 

Ceiling and visibility mtninmms 

From— 

To- 

Course and 
distance 

Minimum 

altltndc 

(feel) 

Condition 

^engine or less 

More than 
2 -eugtae, 
more than 
65 knots 

65 knot« 
or less 

More than 
65 knots 

Bangor VORTAC. 

BC. LOM.__ 

Direct.___ 

2300 

T-dn.. 

C-dn. . 

S-dn-33. 

A-dn. 

With glide slope i 
S-dn-33* 1 | 

30U 1 
500-1 

200-4 
600-2 
n operative; 

300-1 

500-1 

200 -H 

600-2 

1 “‘i 

200 -i i 

500-14 
2 HO 4 
6 ( 0-2 

400 1 





Radar available. 

Procedure turn S aklc of ers, 153* Out bud, 333 e Inbnd, 2300' w itliin 10 miles. 

Minimum altitude at glide sloj>c interception Inbnd, * 2000 '. 

Altitude of glide slope and distance to approach end of runway at OM, 1908'—5.0 miles; at MM o90'~0.7 mile. 

If visual contact not established upon descent to authorized landing min bourns or if holding not accomplished within 5.0 miles after passing BO LOM make kftcUmbine 
turn to 2300' direct to BO LOM. Hold SE of BO LOM left turns, 1 minute. 333* Inbnd. 1 v ' itiwmmmng 

Note: Approach from a holding pattern not authorized, procedure turn required. 

CAUTION: 3*27' standpipe, 0.5 mile NE of approach end Runway 33, 632' antenna, 2.5 miles NE. 882* antenna located 0.8 mile NE of LOM 

•40O-?i authorized with operative high-in tensity runway lights except for 4-engin© turbojets. 4U0-’;, authorized with operative AL.S except for 4-cngtac turbojots. 

CUy, Bangor; State, Maine; Airport name, Dow AFB; Elev., \9V: Fac. Class., ILS; Ident.. I-BO R, Procedure No. ILS 33, Arndt. 2; Eff. date, 26 Nov 00 * Sup \mdt No 1 - 

Dated, 0 July 66 * ' 


Fargo VO R. 

LOM... 

Direct___ 

2300 

2300 

2300 

2300 

2100 

T-dn%_ 

300-1 

500-1 

200 -H 

600-2 

300-1 
500-1 
200 -i 2 
600 2 

200 -’$ 
500 1 *j 
300-4 
000-2 

Fargo RUii..... 

LOM. 

Direct . 


Rice Int.. __ 

Leslie Int.. 

Direct 

8-dn-3&*# 

FAR VOK__ 

Leslie Int..... 

Direct.... 

A-dn_ 

Leslie Int... 

LOM (final)_ 

Direct__ _ 


•- - ’ 








Procedure turn K side of ers, 171* Outbnd, 351* Inbnd. 2300' within !0 miles. 

Minimum altitude at glide slope interception Inbnd, ZtW. 

Altitude of glide slope and distance to approach end of runway at OM. 2092'—4.1 miles, at MM, n«5 — 0.5 mile, 
it C V jiioi aalaWlshed upon descent to authorized landing m in imum* or if landing not accomplished within 4.1 miles after passing LOM climb on N ers. Forgo 

IWtoaP -™/ n *? £T whon ( ’ irocte(3 ]> y ATC » makc left-climbing turn to Intercept FA R VO R. K 281*. climb to 2800 ' w Itliin 30 miles Jf FA R VO It. P 

%KV K 2400 authorized Runway 35. 

^Hired when glide slope not utilized and 400-*$ authorized with operative ALS except for 4-engine turbojets. 

#R\ R 2400 . Descent below 1100 # not authorized unless approach lights arc visible. 

City, Fargo; State. N. Dak.: Airport name, Hector; Kiev., 900'; Fac. Class., ILS; Ident., I FA R; Procedure No. ILS-35, Arndt. 18; Eff. date, 26 Nov. 66- Sup Arndt Vo 17* 

Dated, 10 July 66 ‘ 


Southgate Int$... 

Honolulu VOK. „ 

Breakers Int_, 

W ers ILS and 10-miie I)ME Fkl_III.. 


W ers ILS and 10-milc DME Fix: 

LOM... 

W ers ILS und 10-mile DME Fix 
LOM (final).. 


12-15 arc. 

Direct... 

Via W era ILS. 
Direct. 


2200 


2300 

2200 


T-dn%_ 
C’-dn**.. 
S-dn-8*. 
A-dn_ 


300-1 

3001 

600-1 

500-1 

300 -’4 

300 -?4 

600 2 

600-2 


200 U 
500-14 
300- 1 4 
600-2 


Radar available. 

l’r > ednre turn 8 side ers. 259° Outbnd, 070* Inbnd. 3600' within 10 miles. 

Minimum altitude at glide slope Interception Inbnd, # 2200 '. 

Altitude at glide slope and distance to approach end of Runway at OM, 1061'—5.0 miles; at MM, 247'—0.5 mile. 
aOPaad ‘pro^d VHF I^to^L V^ lh K% l,,,ftnding mlni,11UJllli W lfla,1 ' llng no1 accomplished within 0 mile after passing MM, makc right turn, climb to 

Caution: m Terrain rises shandy on N side final approach ers; within 2.2 miles. 1000'; 4.1 mlto, 2566'; 5.4 miles. 3008'. (2) ILS unusable from MM Inbnd. 

%5°0-l required Runway 4. Right turu required to 150* for Runways 4 and 8. Left turn as soon as practical for Runway ». 

.Do not descend below 2200' until intercepting glide slope due NAS Barter's Total 1500' jet traffic pattern. 

required when glide slope not utilised. *300~H authorized with 0 |>erative A L8 except for 4-cngtae turbojets. 

1 ire! mg N of airport not authorized because of terrum 385', 1.5 miles N, and 524', 2 miles NE. 

:en authorized by ATC. 

City Honolulu; State, Hawaii; Airport name, Honolulu International; Kiev., 13'; Fac. Class., ILS; Ident., 1-IINL; Procedure No. ILS-8, Arndt. 5; Eff. dale. 26 Nov 66 Sun 

A nidi. No. 4; Dated, 19 Mar. 06 


T-dn. 

C-dn. 

S-dn-13. 

A-dn__ 


300-1 

300-1 

700-1 

700-2 

600 1 

f-00 2 

800-2 

800-2 


2no-4 

700-2 
600 2 
800 2 


Radar required. 

turn not authorized. 

Minimum altitude over radar Iix/Palisades Park M1IW on final approach ers, 1600'. 
j rv imi d^nce radar fix/PalLouies Park MIIW to airport, 134*-5.4 miles. 

<*«toseta*^ e ;T nt 5° auUmrited binding minimum* or If landtag not accomplished within 4.4 miles after leaving radar flx/Palisades Park MIIW 
MBStSSUISSr, dimbinfltfl lurn 10 4000 on LCJA V0R » R Stamford VHF tot, cross Bcorsdol e VH F Int at W or above. Hold 

^ OTE: Sliding scale not authorized for landtags. 
iN0TE: Localizer procedure only: No glide slope. 

C ltJ,Ncw 1 wk; State, N.V.; Airport name, La Guardla; Elev., 21'; Fae. Class.,ILS; Ident., I-GDI; Procedure No. ILS-13, Arndt. 2; Eff. date, 20 Nov. 66; Sun. Arndt. No I: 

Doted, 27 Mar. 05 1 
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RULES AND REGULATIONS 

II,S StaN’iiarh Instromhnt ArpanAcu Pkocbdure — C ontinued 


Transition 


Celling and visibility minlniuins 

From— 

To— 

Course and 
distance 

Minimum 

altitude 

(feet) 

Condition 

2 -englne or less 

More than 
2 ~engim>, 
more than 

66 knots 

65 knots 
or less 

More than 
65 knots 

OKC VOR. 

LOM..... 

Direct... 

Direct ____ 

2000 

2000 

3100 

2000 

T-dn.. 

C-dn... 

300-1 

400-1 

*to-H 
600 2 

300 1 
600 l 

200-4 

600-2 

• 200-4 

500 14 
200-4 
600-2 

Bethany Int- 

Cushion Int... 

TWO RBu .~.. 

Direct. 

Direct__ 

S-dn-35L#. 

A <ln. 

TWO Kiln. 

Newcastle Int... 

LOM_.... 

LOM (final). 

Direct. 

2400 






P^^ImSe side of ere, 171* Outlaid, 351* InbndjMOO' within 10 miles. 

KFjHHSlSS = w,„„n 3.8 milesaf.ee passing U-M. e.lmh ,o 3.00' on N ers, 

ILS 1 'within S.o?w-l,™ dlreeted P by ATC, Uiru left, clhub to 25» direct to the OKt V O It. 

Note: (Hide slope unusable below 1417\ 

£engine turbojet. 

Cl^ilol cS- 0,a, Airport lie. Will Roger* ^ ^ "* ^ ^ * 


Llndsborg 19-mlie DMK Fix, H 175*, 8LN 
VOR. 



Direct—. 

3100 

T-dn. 

300 1 

300-1 

SL LOM _ 

8L LOM‘(fisfiV- IIFIFl.. 

Direct. 

3100 

C-dn—.- 

S dn-35@. 

A dn. 

400-1 
300-4 
600 2 

500-1 

300-4 

6002 


30044 
600 14 
300-?* 
600 2 


Procedure turn E aide of ers, 171* Outbnd, 351* Inbnd, 3100* within 10 miles. 

Minimum altitude at glide slope interception Inbnd. 31«r. \i\t iim'-A ? mile 

Altitude of glide slot* and distance to mvoMh-«odwithin 5.7 miles after passing 8L LOM. oil ml, to mf on N 
cr, KTOKtoU-““StSnd « Xn by K ATC. cltm'b to 2900' on N ers, 8LN ILS within 15 miles, make right turn and 

retiiru'to LOM. climbing to 3100' upon reaching LOM. 

^•toiJTreQiiSd'wheiTg^hle slope not tdTlbSd^and 40b *. aulhorltcd with operative ALS or II1RL, except for 4-cngine turbojets. 

CltySallna; Stale Kans, Airport name. Municipal; Kiev., m.'; Fan. Class., ILS; fdent., I-SLN; Procedure No. ILS-35, Arndt. Prig, EH. date. 20 Nov. 55 


8hell Lake INT . 

Coweta Int - 

Ulenpool Int - 

TUL VOR .-. 

8tabbing Int, ... 

OKM VOR .. 


LOM.. 

LOM...-. 

LOM.-. 

LOM.. 

LOM. 

LOM (Anal).. 


Direct. 

Direct.. 

Direct. 

Direct.— 

Direct. 

Via OKM R 346° 
and TUL 1L8 
8 ors. 


3100 

3800 

3500 

2500 

2500 

2500 





T-dn.. 

C-dn.. 

S-dn-35R*%- 

A--dn. 

300 1 
400-1 
200 4 
600 2 

300-1 
500-1 
200 4 
600-2 


#300 M 
600 14 
200 
GOO 2 


MStTSSTk side of S ers, 176“ Outlaid, 355° Inbn<1.2«W wlll.hi 10 miles. 

‘o ^ .« N ers. 1L3 (355°) within 20 mile,, or wh« 

ai 'a£ , wSs^&A”KS^S !! ISw»!» 1 '»»» *-» *> **»“ “■«" 
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RULES AND REGULATIONS 


11269 


6. By amending the following radar procedures prescribed In I 97.19 to read: 

Radar Standard Instrument ArPKOACU Procedure 


Hearings, heading courses mid radials are magnetic. Elevations and altitudes arc in feet, MSL. Ceilings are in feet above airport elevation. Distances are In nautical 
miles unless otherwise indicated, except visibilities which are in statute miles. 

Ua radar Instrument approach Is conducted at the below named airport, it shall be in accordance with the following Instrument procedure, unless an approach Is conducted 
In accordance with a different procedure for such airport authorized by the Administrator of the Federal Aviation Agency. Initial approach** shall be made over sped lied 
routes. Minim u m altitude (s) shall correspond with those established for en route operation In the particular area or as set forth 1 k>1ow. Positive identification must Iwestab- 

it.-1 <... 1 wif K t ltn DAt \ t f itl Ids TTvavm in i 11 o 1 oad foot w f t li B»n #1«w i a (InaI .1 1..... 1 .. . • 1 _ t __* 1 __ » * •. _ ■ 


lislied with the radar controller. From initial contact with radar to iinal authorized landing mluhmims, the instructions of the radar controller arc mandatory except when 
(A) visual contact is established on final approach at or before descent to the(authorized landing min ta m m a, or (B) at pilot’s discretion if It appears deslrableto discontinue 
the approach, except when tl*e radar controller may direct otherwise prior to final approach, a mtesed approach shall be executed as provided below when (A) communication 
on final approach is lost for more tlwn 5 seconds during a precision approach, or for more than 30 seconds during n surveillance approach; (B) directed by radar controller; 
(C) visual contact is not established upon descent to authorized landing inlnimums; or (D) if landing Is not accomplished. * > 


Transition 

Celling and visibility minlmums 

From— 

To- 

Course urn! 
distance 

Minimum 

altitude 

(feet) 

Condition 

2-cnginc or less 

More than 
2-engine, 
more than 
65 knots 

66 knots 
or leiv 

More than 
65 knots 

wr . . 

300° ... 

Within: 

MOO 

T-dn%. 

C-dn_ 

S-dn-14/32#. 

A-dn.. 

* Precision op 

300-1 

800-1 

m-H 

10002 

iroach 

300-1 
800 1 
3004* 
1000-2 

1 

200 pi 
KU0-1** 
3004* 
1000 2 


f y !s ™L$°, ,,tac n0 , 1 "W^sccnt to authorized landing minlmums or if landing not accomplished— Runway 32: Climb direct to LMT VOR thence turn loft 

tofWO'In a 1-minute left turn holding put tern on It 256° of LMT VOR. Runway 14: Climb to 7.W direct to LFA KBn, or when directed by ATC flUmbdirectto 
T VOR, thence turn right, dhnb to mm' In a 1-minuto left turn Iiolding pattern on R 2W> of LMT VOR. ’ Wl ® u oy A cllinl> t,,r " 1 10 


climb 
LMT 

Caution: High terrain all 


irpocbaa uot_approved. 

* ‘ ‘ ~ H0 C to 6000' t then turn right heading 2^° to Intercept nnd proceed via LMT VOR, R 


all quadrants. PA R moitored 1L8 approaches nut approve 
%TakeolTs all runways: Climb via LMT 1LS localizer HE crs'LMT VORTAf, R 
162° to cross the LMT VO R at or above 7000'. 

%20O-H authorized only on Runways 14 and 32. 

#Air Carrier Note: Hlldlng scale for landing not authorized. Visibility reduction not authorized. 

City, Klamath Falls; State, Oreg.; Airport name, Kingsley Field; Elev., 4002'; Fac. Class., and Ident., Klamath Kalis Radar; Procedure No. 1, Arndt. Orlg.; Eff. daio. 25 Nov. 

These procedures shall become effective on the dates specified therein. 

(Secs. 307(c), 313(a), 601, Federal Aviation Act of 1958; 49 U.S.C. 1348(c), 1354(a). 1421 ; 72 Stat 749. 752, 775) 

Issued in Washington, D.C., on October 20.1966. 


W. E. Rogers, 

Acting Director , Flight Standards Service. 
fF.R. Doc. 66-11699; Filed, Nov. 3. I960; 8:45 a m ] 


Title 35—PANAMA CANAL 

Chapfer I—Canal Zone Regulations 
PART 119—LICENSING OF OFFICERS 

Qualification Requirements for 
Panama Canal Pilots 

Effective December 16, 1966, § 119.141 
of Title 35 of the Code of Federal Regu¬ 
lations is revised to read as follows: 

§ 119,141 Pilot, Panama Canal; qualifi¬ 
cations. 

<a) The minimum requirements to 
qualify an applicant for a license as Pan¬ 
ama Canal Pilot are as follows: 

<1) He must not have reached his 40th 
birthday at the time of his employment 
as Pilot-in-Training by the Panama Ca¬ 
nal Company; 

(2 > He must hold a license issued by 
the U.s. Coast Guard as Master of Steam 
or Motor Vessels. Any Gross Tons, Any 
Ocean; 

*3) He must have served at least 6 
months as Chief Mate of Ocean, Steam 


or Motor Vessels of 1,000 gross tons or 
over; 

(4) Prior to receiving a license as Pilot 
an applicant must pass the prescribed 
examination. In addition, the applicant 
must satisfactorily complete the follow¬ 
ing experience requirements: 

(i) For a license as Pilot, Limited to 
vessels not over 225 feet in length, he 
must have been employed as Pilot-in- 
Training by the Panama Canal Com¬ 
pany for at least four (4) months; 

(ii) For a license as Pilot, Limited to 
vessels not over 526 feet in length, he 
must have been employed by the Panama 
Canal Company as Pilot-in-Training and 
Pilot, Limited to vessels not over 225 feet, 
for at least seven (7) months; and 

(ill) For a license as Pilot, Panama 
Canal, of Vessels of Any Tonnage upon 
All Canal Zone Waters, he must have 
been employed by the Panama Canal 
Company as Pilot, Limited to vessels not 
over 526 feet, for at least twelve (12) 
months. 

(b) Whenever qualified applicants 
meeting the age criteria specified in sub- 


paragraph (1) of paragraph fa) of this 
section are not available in sufficient 
numbers to meet the need for pilot train¬ 
ees, the Marine Director may waive the 
age requirement in individual cases 
where the applicant otherwise fully meets 
the requirements but in no case may an 
applicant be employed after he has 
reached Ills 45th birthday. 

(c) In the case of a pilot who has had 
any minimum-employment period spec¬ 
ified in paragraph (a) f4) of this section 
extended, any subsequent employment 
period may be shortened, in any amount 
not exceeding the period of such prior 
extension, upon recommendation of the 
Marine Director approved by the 
Governor. 

(2 C.Z.C. 1331(4), 76A Stat. 39; 35 CFR 3.3(a) 
(4) as added by E.O. 11305 of Sept. 14. 1966. 
31 F.R. 12007) 

Dated: October 25,1966. 

fSEALl Robert J. Fleming, Jr., 
Governor. 

[F.R. Doc. 66-12051; Filed, Nov. 3, 1966; 

8:49 a.m.J 
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Proposed Rule Making 


FEDERAL AVIATION AGENCY 

[ 14 CFR Part 73 1 

(Airspace Docket No. 65-WA-511 

RESTRICTED AREAS 

Proposed Alteration 

The Federal Aviation Agency is con¬ 
sidering amendments to Part 73 of the 
Federal Aviation Regulations that would 
alter Restricted Areas R-2906 Rodman, 
Fla., R-2907 Lake George, Fla., and 
R-2910 Pinecastle, Fla. 

Interested persons may participate in 
the proposed rule making by submitting 
such written data, views, or arguments 
as they may desire. Communications 
should identify the airspace docket num¬ 
ber and be submitted in triplicate to the 
Director, Southern Region, Attention: 
Chief, Air Traffic Division, Federal Avia¬ 
tion Agency, Post Office Box 20636, At¬ 
lanta. Ga. 30320. All communications 
received within 45 days after publication 
of this notice in the Federal Register 
will be considered before action is taken 
on the proposed amendments. The pro¬ 
posals contained in this notice may be 
changed in the light of comments 
received. 

An official docket will be available for 
examination by interested persons at the 
Federal Aviation Agency, Office of the 
General Counsel, Attention: Rules Dock¬ 
et, 800 Independence Avenue SW.. 
Washington, D.C. 20553. An informal 
docket also will be available for examina¬ 
tion at the office of the Regional Air 
Traffic Division Chief. 

The Department of the Navy has 
stated in a request to modify these re¬ 
stricted areas that due to the use of new 
and faster aircraft, advanced weapons 
systems and changed ordnance delivery 
techniques, the three restricted areas 
should be modified to provide the air¬ 
space required to contain the training 
activities. Changes in use made of the 
three targets also require alteration of 
the areas. 

Hie activities to be contained in the 
restricted areas include dive bombing, 
glide bombing, low level delivery tactics, 
slant range strafing, loft, high altitude 
and night flare bombing, rocket delivery, 
mine drops, close air support, bull-pup 
delivery, and air burst weapon deliveries. 

Highways, waterways, and scattered 
housing can be found within these re¬ 
stricted areas, but they are not close to 
impact areas. In view of this situation, 
if these proposals are adopted, the rule 
designating these restricted areas would 
expressly withhold any exemption for 
the user from the requirements of § 91.79 
of the Federal Aviation Regulations, so 
that the Navy w T ould be required to ob¬ 


serve the minimum safe altitudes speci¬ 
fied in that section over any congested 
area, person, vessel, vehicle, or structure 
on the surface, not owned, operated or 
leased by the Navy, while operating 
within these restricted areas. The Navy 
has agreed to this requirement. 

All these areas are joint use restricted 
areas and are available to the public 
when not activated by the user. 

The proposed changes to the present 
designations of R-2906, R-2907 and 
R-2910 would be as follows: 

R-2906 Rodman, Fla. 

Boundaries: A 5-nautical-mlle radius of 
latitude 29*29*00" N., longitude 81*46*00" 
W., excluding the area within a 2,000-foot 
radius of Welaka, Fla. 

Designated altitudes: Surface to 14,000 feet 
MSL. 

Time of designation: Continuous. 

R-2907 Lake George, Fla. 

SUBAREA A 

Boundaries: Beginning at latitude 29*23'- 
00" N., longitude 81*31*10" W.. to latitude 
29*12*30" N., longitude 81*30*00" W.. to lati¬ 
tude 29° 12'30" N.. longitude 81*38*30" W.. to 
latitude 29*15*05" N., longitude 81*40*00" 
W.. to latitude 29*20*30" N., longitude 81*- 
40*00" W.. to latitude 29*23*00" N.. longi¬ 
tude 81 *40*00" W.. to latitude 29 # 23*00" N., 
longitude 81*39*10" W., thence via a 5-nautl- 
cal-mile arc centered at latitude 29*19*11" 
N.. longitude 81*35*15" W., to point of be¬ 
ginning. 

Designated altitudes: Surface to FL 240. 

Time of designation: Continuous. 

Controlling agency: FAA, Jacksonville, 
ARTC Center. 

Using agency: Commander, Fleet Air, 
Jacksonville NAS, Jacksonville, Fla. 

SUBAREA B 

Boundaries: Beginning at latitude 29*20'- 
05" N.. longitude 81*40*00" W., to latitude 
29*15*05" N., longitude 81*40*00" W., to lati¬ 
tude 29*15*05" N.. longitude 82*03*00" W., 
to latitude 29*20*05" N.. longitude 82*03*00" 
W.. to point of beginning. 

Designated aLtltudes: Surface to 9.000 feet 
MSL from a line of longitude 81 *40*00" W.. to 
a line of longitude 81*42*55" W.; surface to 
6,000 MSL feet from a line of longitude 81*- 
42*55" W., to a line of longitude 81*51*50" W., 
1,000 feet MSL to 2,000 feet MSL from a line 
of longitude 81*51*50" W. to a line of longi¬ 
tude 82*03*00" W. 

Time of designation: Continuous. 

Controlling agency: FAA, Jacksonville 
ARTC Center. 

Using agency: Commander. Fleet Air, 
Jacksonville NAS, Jacksonville, Fla. 

subarea c 

Boundaries: Beginning at latitude 29*23*- 
00" N.. longitude 81*40*00" W., to latitude 
29*17*10" N.. longitude 81*40*00" W., to lati¬ 
tude 29*22*00" N., longitude 81*50*55" W., to 
latitude 29*26*20'* N.. longitude 81*48*25" 
W., to point of beginning. 

Designated altitudes: Surface to 9.000 feet 
MSL beginning at latitude 29*23*00" N., 
longitude 81*40*00" W.. to latitude 29*17*10" 
N., longitude 81*40*00" W., to latitude 29*- 


18*31" N., longitude 81*42*55" W., to latitude 
29*20*05" N., longitude 81*42*55" W„ to lati¬ 
tude 29*23*02" N.. longitude 81*40*07" W., 
to latitude 29*23*00" N.. longitude 81*40*00" 
W. Surface to 6,000 feet MSL beginning at 
latitude 29*23*02" N., longitude 81*40*07" 
W., to latitude 29*20*05" N.. longitude 81*- 
42*55" W.. to latitude 29*18*31" N., longi¬ 
tude 81*42*55" W.. to latitude 29*22*00" N., 
longitude 81*50*55" W., to latitude 29*26*20" 
N.. longitude 81*48*25" W., to latitude 29‘- 
23*02" N.. longitude 81*40 07" W. 

Time of designation: Continuous. 

Controlling agency: FAA. Jacksonville 
ARTC Center. 

Using agency: Commander. Fleet Air, 
Jacksonville NAS, Jacksonville, Fla. 

R-2910 Pinecastle, Fla. 

Boundaries: Beginning at latitude 29° 14'- 
00" N., longitude 81*45*50" W.. to latitude 
29*11*50" N., longitude 81*43*00" W., clock¬ 
wise along an arc of a circle 5 nautical miles 
In radius centered at latitude 29*06*52" N., 
longitude 81*42*55" W.. to latitude 29* 10*05" 
N., longitude 81*38*50" W., to latitude 

28*57*55" N., longitude 81*28*25" W.. to 
latitude 28*53*50" N.. longitude 81*33‘45" 
W.. to latitude 29° 03*05" N.. longitude 
81*47*00" W., clockwise along an arc of a 
circle 5 nautical miles in radius centered at 
latitude 29*06*52" N., longitude 81*42 55" 
W.. to latitude 29*07*55" N.. longitude 
81 °48'20" W.. to latitude 29*10*00" N„ longi¬ 
tude 81*50*35" W., to point of beginning. 

Designated altitudes: Surface to FL 240 
within the circle of 5 nautical miles in radius 
centered at latitude 29*06*52" N., longitude 
81*42*55" W. Surface to 9000 feet, MSL be¬ 
ginning at latitude 29*14*00" N., longitude 
81*45*50" W.. to latitude 29*11*50" N.. longi¬ 
tude 81*43*00" W.. counterclockwise along 
an arc of a circle 5 nautical miles in radius 
centered at latitude 29*06*52" N.. longitude 
81*42*55" W.. to latitude 29*07*55" N.. longt- 
tude 81 *48*20" W.. to latitude 29*10*00" N., 
longitude 81*50*35" W.. to latitude 29*14*00" 
N.. longitude 81°45'50" W. Surface to 9000 
feet MSL beginning at latitude 29*10*05" N., 
longitude 81*38*50" W.. to latitude 29•04*25" 
N.. longitude 81*33*55" W.. to latitude 

28*58*50" N., longitude 81*40*30" W.. to 
latitude 29*03*05" N.. longitude 81*47 00" 
W.. counterclockwise along an arc of a circle 
5 nautical mites In radius oentered at lati¬ 
tude 29 n 06*52" N., longitude 81*42*55" W.. 
to latitude 29*10*05" N., longitude 81*38*50" 
W. Surface to 6000 feet MSL beginning at 
latitude 29*04*25" N.. longitude 81*33*55" W., 
to latitude 28*57*55" N.. longitude 81-28*25" 
W., to latitude 28*63*50" N.. longitude 
81*33*45" W.. to latitude 28*58*50" N.. longi¬ 
tude 81*40*30" W., to latitude 29*04*25" N., 
longitude 81*33*55** W. 

These amendments are proposed under 
the authority of section 307(a) of the 
Federal Aviation Act of 1958 (49 U.S.C. 
1348). 

Issued in Washington, D.C., on Octo¬ 
ber 26, 1966. 

H. B. Helstrom, 

Chief, Airspace and Air 
Traffic Rules Division. 

[F.R. Doc. 66-12012; FUed. Nov. 3, 196* 
8:45 a.m.] 
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Notices 


DEPARTMENT OF AGRICULTURE 

Commodity Credit Corporation 
SALES OF CERTAIN COMMODITIES 

November Sales List 

Notice to buyers. Pursuant to the 
policy of Commodity Credit Corporation 
issued October 12. 1954 (19 F.R. 6669>, 
and subject to the conditions stated 
therein as well as herein, the commodities 
listed below are available for sale and. 
where noted, for redemption of payment- 
in-kind certificates on the price basis set 
forth. 

The U.S. Department of Agriculture 
announced the prices at which CCC com¬ 
modity holdings are available for sale be¬ 
ginning at 3 p.m., e.s.t., on October 31. 
1966, and, subject to amendment, con¬ 
tinuing until superseded by the Decem¬ 
ber Monthly Sales List. The following 
commodities are available: Cotton (up¬ 
land and extra long staple), wheat, corn, 
oats, barley, rye, rice, grain sorghum, 
peanuts, flax, linseed oil, and tung oil. 

For November there is no change in 
commodities listed. 

Corn, oats, barley or grain sorghum, as 
determined by CCC. will be sold for un¬ 
restricted use for “Dealers’ Certificates” 
issued under the emergency livestock 
feed program. Grain delivered against 
such certificates will be sold at the appli¬ 
cable current market price, determined 
by CCC. 

In the following listing of commodities 
and sales prices or method of sales, “un¬ 
restricted use” applies to sales which per¬ 
mit either domestic or export use and 
export” applies to sales which require 
export only. CCC reserves the right to 
determine the class, grade, quality and 
available quantity of commodities listed 
for sale. 

The CCC Monthly Sales List, which 
varies from month to month as addi¬ 
tional commodities become available or 
commodities formerly available are 
dropped, is designed to aid in moving 
JAXs inventories into domestic or ex- 
channels re ^ ular commercial 

** i* become « necessary during the 
wonth to amend this list in any material 
^ay such as by the removal or addition 
a commodity in which there is general 
nrt!I eSt or by a significant change in 
m ^ °* Method of sale—an announce- 

DPr!L 0f the chan S e will be sent to all 
Persons currently receiving the list by 

Washington. To be put on 
Usfc ’ address: Director. Pro- 
tural^Qf Sales EHvlston. Agricul- 
ServiPA S i 7 ar *d Conservation 

‘ Pertinent of Agriculture, 
Washington, D.C. 20250. 

,? er annum under the 
Credit Sales Program <An- 

ement GSM-3) for November 1966 


are 6 percent for U.S. bank obligations 
and 7 percent for foreign bank obliga¬ 
tions, without regard to credit periods 
involved up to a maximum of 36 months. 
CCC-owned commodities currently avail¬ 
able for export sale under the CCC Ex¬ 
port Credit Sales Program are: Wheat, 
grain sorghum, barley, oats, rye. rice, 
flaxseed, extra long staple cotton, plus 
tobacco from CCC loan stocks. Com¬ 
modities from private stocks now eligi¬ 
ble for financing under the CCC Export 
Credit Sales Program include wheat, 
w'heat flour, barley, bulgur, corn, corn- 
meal, grain sorghum, upland and extra 
long staple cotton, tobacco, milled and 
brown rice, cottonseed oil, soybean oil. 
and dairy products. 

Information on commodities available 
under Title IV. P.L. 480, private trade 
agrements, and current information on 
interest rates and other phases of the 
program may be obtained from the 
Office of the General Sales Manager, 
Foreign Agricultural Service, U.S. De¬ 
partment of Agriculture, Washington, 
D.C.20250. 

The following commodities are cur¬ 
rently available for new and existing 
bailer contracts: Oats, cotton <upland 
and extra long staple), and tobacco. 
Wheat and grain sorghum are also avail¬ 
able under conditions noted in the in¬ 
dividual commodity listings. <In addi¬ 
tion. free market stocks of com, grain 
sorghum, wheat, wheat flour, tobacco, 
cottonseed, and soybean oils are eligible 
for barter programing under barter con¬ 
tracts covering procurements for Federal 
agencies that will reimburse CCC except 
that hard red winter, hard red spring, 
and durum wheats, and flour produced 
from those w'heats, may not be exported 
through west coast ports.) This list is 
subject to change from time to time. 

The CCC will entertain offers from re¬ 
sponsible buyers for the purchase of any 
commodity on the current list. Offers 
accepted by CCC will be subject to the 
terms and conditions prescribed by the 
Corporation. These terms include pay¬ 
ment by cash or irrevocable letter of 
credit before delivery of the commodity, 
and the conditions require removal of 
the commodity from CCC stocks within 
a reasonable period of time. Where sales 
are for export, proof of exportation is 
also required, and the buyer is responsible 
for obtaining any required U.S. Govern¬ 
ment export permit or license. Pur¬ 
chases from CCC shall not constitute any 
assurance that any such permit or li¬ 
cense will be granted by the issuing 
authority. 

Applicable announcements containing 
all terms and conditions of sale will be 
furnished upon request. For easy refer¬ 
ence a number of these announcements 
are identified by code number in the fol¬ 
lowing list. Interested persons are in¬ 
vited to communicate with the Agricul¬ 


tural Stabilization and Conservation 
Service, USDA, Washington, D.C. 20250, 
with respect to all commodities or—for 
specified commodities—within the desig¬ 
nated ASCS Commodity Office. 

Commodity Credit Corporation re¬ 
serves the right to amend from time to 
time, any of its announcements. Such 
amendments shall be applicable to and 
be made a part of the sale contracts 
thereafter entered into. 

CCC reserves the right to reject any 
or all offers placed with it for the pur¬ 
chase of commodities pursuant to such 
announcements. 

CCC reserves the right to refuse to 
consider an offer, if CCC does not have 
adequate information of financial re¬ 
sponsibility of the offerer to meet con¬ 
tract obligations of the type contem¬ 
plated in this announcement. If a pro¬ 
spective offerer is in doubt as to whether 
CCC has adequate information with re¬ 
spect to his financial responsibility, he 
should either submit a financial state¬ 
ment to the office named in the invita¬ 
tion prior to making an offer, or com¬ 
municate with such office to determine 
whether such a statement is desired in 
his case. When satisfactory financial 
responsibility has not been established, 
CCC reserves the right to consider an 
offer only upon submission by offerer 
of a certified or cashier’s check, a 
bid bond, or other security, acceptable 
to CCC. assuring that if the offer is ac¬ 
cepted, the offerer will comply with any 
provisions of the contract with respect 
to payment for the commodity and the 
furnishing of performance bond or other 
security acceptable to CCC. 

Disposals and other handling of in¬ 
ventory items often result In small quan¬ 
tities at given locations or in qualities 
not up to specifications. These lots are 
offered by the appropriate ASCS office 
promptly upon appearance and there¬ 
fore, generally, they do not appear in the 
Monthly Sales List. 

On sales for which the buyer is re¬ 
quired to submit proof to CCC of ex¬ 
portation, the buyer shall be regularly 
engaged in the business of buying or 
selling commodities and for this pur¬ 
pose shall maintain a bona fide business 
office in the United States, its territories 
or possessions and have a person, princi¬ 
pal or resident agent upon whom service 
of judicial process may be had. 

Tlie Department of Commerce, Bureau 
of International Commerce, pursuant to 
regulations under the Export Control 
Act of 1949. prohibits the exportation or 
i-eexportation by anyone of any commod¬ 
ities under this program to Cuba, the 
Soviet Bloc or Communist-controlled 
areas of the Far East Including Commu¬ 
nist China, North Korea, and the 
Communist-controlled area of Viet-Nam 
except under validated license Issued by 
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the UJS. Department of Commerce, 
Bureau of International Commerce. 

For all exportations, one of the 
destination control statements speci¬ 
fied in Commerce Department Regu¬ 
lations (Comprehensive Export Schedule 
§ 379.10(c)) is required to be placed on 
all copies of the shipper’s export declara¬ 
tion, all copies of the bill of lading, and 
all copies of the commercial invoices. 
For additional information as to which 
destination control statement to use, the 
exporter should communicate with the 
Bureau of International Commerce or 
one of the field offices of the Department 
of Commerce. 

Exporters should consult the applica¬ 
ble Commerce Department regulations 
for more detailed information if desired 
and for any changes that may be made 
therein. 

Sales Price or Method of Sale 

WHEAT, BULK 

Unrestricted use. 

A. Storable. All classes of wheat in CCC 
inventory are available for sale at market 
price but not below 108 percent of the 1908 
support price for the class, grade, and protein 
of the wheat plus the markup shown in C 
below applicable to the type of carrier In¬ 
volved. 

B. Nonstorable. At not less than market 
price, as determined by CCC. 

C. Markup and examples (dollars per 
bushel—in store). 


Markup iu-store 
received by— 

Examples—Agricultural Act of 1949; 

Truck 

Rail or 
barge 

Slat, minimum 

$0.11 

$0.07*4 

Minneapolis—No. 1 DNS ($1.66) KM 
percent +$0.07*4; $1.76*4. 

Portland—No. 1 SW ($1.40) 106 per¬ 
cent +$0.07*4: $1.65*4. 

Kansas City-No. 1 HRW ($1.43) 108 
percent +$0.07*4; $1.62*4. 

Chicago—No. 1 RW ($1.49) 108 per¬ 
cent +$0.07*4; $1.68*4. 


D. Availability information. Contact the 
Evanston. Kansas City, Minneapolis, or 
Portland ASCS grain offices shown at the 
end of this sales list. 

Export. 

All classes of wheat are available for ex¬ 
port sale at all U.S. coasts including the 
Great Lakes and St. Lawrence ports, how¬ 
ever, sales at east and west coast ports are 
subject to the exceptions for the various 
programs as follows: 

A. Announcement GR-345 (Revision in. 
July 6. 1962, as amended), wheat export 
program. Hard Red Winter and Hard Red 
Spring wheat will not be sold at west coast 
ports. For Durum wheat offered for sale 
under this announcement at west coast ports 
buyer must show export from west coast 
ports and shipment into a dollar market (in¬ 
cluding shipment under CCC approved credit 
sale—non-P.L. 480) to a destination west 
of the 170 meridian, west longitude and east 
of the 60th meridian, east longitude, or to 
countries on the west coast of Central and 
South America. Hard Red Spring wheat will 
not be sold at east coast ports. 

B. Announcement GR^346 (Revision I. 
June 23, 1960, as amended), for export as 
flour. 

C. Announcement GR-261 (Revision II. 
Jan. 9, 1961. as amended and supplemented) 
for export as wheat as follows: 

(1) All classes will be sold for application 
to barter contracts except that wheat of the 


classes Hard Red Winter, Hard Red Spring, 
and Durum will not be sold tor barter at west 
coast ports nor will evidence of export at 
west coast ports be acceptable under a sale 
for barter, 

(2) All classes will be sold for application 
to approved CCC credit sales except that (a) 
in the case of Hard Red Winter and Hard Red 
Spring wheat sold at west coast ports, buyers 
must show export from a west coast port to 
a destination within the geographical area 
described in A above, and (b) Durum wheat 
will not be sold at west coast ports for ap¬ 
plication to credit sales nor will evidence 
of export from west coast ports be accept¬ 
able under a sale of Durum for application 
to a credit transaction: 

(3) Hard Red Winter and Hard Red Spring 
wheat will be sold at west coast ports for 
export commodity certificates to fill a dollar 
market sale and buyer must show export from 
west coast port to a destination within the 
geographical area described in A above. 
Hard Red Spring wheat will be sold at east 
coast ports for export commodity certificates 
and buyer must show export from an east 
coast port. 

D. Announcement GR-262 (Revision II, 
Jan. 9, 1961, as amended), for export as flour 
as follows: All classes will be sold for appli¬ 
cation to barter and approved CCC credit 
transactions except that sales for barter will 
not be made at west coast ports nor will evi¬ 
dence of export from west coast ports be ac¬ 
ceptable under a sale for barter pursuant 
to this announcement. 

E. Available. Evanston. Kansas City, Min¬ 
neapolis, and Portland ASCS offices. 

CORN, BULK 

Unrestricted use. 

A. Redemption of domestic payment-in- 
kind certificates. Such CCC dispositions of 
com as CCC may designate will be in re¬ 
demption of certificates or rights represented 
by pooled certificates under a feed grain 
program. The price at which corn shall be 
valued for such dispositions shall be the 
market price as determined by CCC. but not 
less than the payment-in-kind formula price 
for such redemptions. Such formula price 
shall be the applicable 1966 price-support 
loan rate for the class, grade, and quality 
of the com plus the markup 6hown in C 
of this unrestricted use section. 

B. General sales. 

1. Storable. Such CCC dispositions of 
storable com as CCC may designate as 
general sales will be made during the month 
at market price, as determined by CCC, but 
not less than the Agricultural Act of 1949 
formula minimum price for such sales which 
is 105 percent of the applicable 1966 price 
support rate 3 (published loan rate plus 19 
cents per bushel) for the class, grade, and 
quality of the com. plus the markup shown 
in C of this unrestricted use section. 

2. Nonstorable. At not less than market 
price as determined by CCC. 

C. Markups and examples (dollars per 
bushel in-store » basis No. 2 Yellow Com 14 


percent M.T. 2 percent F.M.). 

Markup in¬ 
store 

received by— 

Examples 

Truck 


$0.05*4 

Feed grain program domestic PIK 
certificate miniiuums: 

McLan County, Ill. ($1.01+$0.03 
+$0.05*4); $ 1 . 06 * 4 . 

Agricultural Act of 1949 stat. mini- 
mums: 

Mc!;ean County, 111. ($1.0l+$0.19 
+$0.03); 105 iwrcent +$0.06*4; 

$1.35*4. 


D. Availability information. For infor¬ 
mation on CCC corn sales and payments- 
in-kind from bln sites, contact ASCS State 
or county offices. For information on the 
disposition of com from other locations, 
contact the Evanston, Kansas City, Minne¬ 
apolis. or Portland ASCS grain offices shown 
at the end of this sales list. 

Export. 

Corn from CCC inventory is not available 
for export sale. 

GRAIN SORGHUM (BULK) 

Unrestricted use. 

A. Redemption of domestic payment-in¬ 
kind certificates. Such CCC dispositions of 
grain sorghum as CCC may designate will be 
in redemption of certificates or rights repre¬ 
sented by pooled certificates under a feed 
grain program. The minimum price at 
which grain sorghum shall be valued for such 
dispositions shall be market price, as deter¬ 
mined by CCC. but not less than the pay¬ 
ment-in-kind formula price for such redemp¬ 
tion. Such formula price shall be the ap¬ 
plicable 1966 price-support loan rate for the 
class, grade, and quality of the grain sor¬ 
ghum. plus the markup shown in C of this 
unrestricted use section applicable to the 
type of carrier involved. 

B. General sales. 

1. Storable. Such CCC dispositions of 
storable grain sorghum as CCC may desig¬ 
nate as general sales will be made during 
the month at market price, as determined 
by CCC, but not less than the Agricultural 
Act of 1949 formula minimum price for such 
sales which is 105 percent of the applicable 
1966 price-support rate 3 (published loan 
rate plus 34 cents per hundredweight) for 
the class, grade, and quality of the grain 
sorghum, plus the markup shown in C of this 
unrestricted use section applicable to the type 
of carrier involved. 

2. Nonstorable. At not less than market 
price as determined by CCC. 

C. Markups and examples (dollars per 
hundredweight in-store 1 No. 2 or better). 


Markup in-store 
received by— 

Examples 

Truck 

Rail or 
barge 

$aim 

$d05*4 

Feed grain program domostic TIE 
certificate minimum*: 

Hale County, Tex. ($L60+$0.1I>4), 

Kansas*City, Mo. (ex-rail) ($178+ 
$0.05*4): $L84M. . . . 

Agricultural Act of 1940; stat rami- 

IIii]" n Couuty, Tex. 

105 percent +$0.1H$; $2A’^ 
Kansas CUy, Mo. (ex-rafl) (JJ-JJ}! 
$0.34): 105 percent +$0.05*i, 

$2.28*4. 


D. Availability information. For lnforma- 
lon on CCC grain sorghum sales and pay- 
nents-in-kind from bin sites, contact AbCb 
itate or county offices. For information o. 
he disposition of grain sorghum from other 
ocations. contact the Kansas City, Evanston^ 
*ortland, or Minneapolis ASCS grain offices 
hown at the end of this sales list. 

Export. . 

Sales are made at the applicable expor 
narket price, as determined by CCC: 
>ayment rates, if any, are deducted in - 
ivlng at barter and credit sales prices, l 
statutory minimum price referred to ln i m 
>rlce adjustment provisions of the 
export sales announcements is 105 
>f the applicable price-support rate plu« tne 
narkup referred to in C of the 
lse section for grain sorghum. Sales wu 
>e made pursuant to the following annou 
nents: 
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A. Announcement GR-368 (Revision 2, 

Mar. 1, 1965, as amended), feed grain export 

program. 

B Announcement GR-212 (Revision 2, 

Jan. 9. 1961). for application to barter con¬ 
tracts entered into pursuant to invitations 
lor barter offers dated prior to 3:30 p.m., 
ed.t., on August 26. 1968, and to approved 
CCC credit sales. 

C. Available: Evanston. Kansas City. Min¬ 
neapolis. and Portland ASCS grain offices. 

BARLEY. BULK 

Unrestricted use. 

A. Redemption of domestic payment-in- 

kind certificates. Such CCC dispositions of 

barley as CCC may designate will be in re¬ 
demption of certificates or rights represented 
by pooled certificates under a feed grain pro¬ 
gram. The minimum price at which barley 
shall be valued for such dispositions shall be 
market price, as determined by CCC. but not 
less than the payment-in-kind formula price 
lor such redemptions. Such formula price 
shall be the applicable 1966 price-support 
loan rate for the class, grade, and quality of 
the barley, plus the markup shown in C of 
this unrestricted use section applicable to the 
type of carrier involved. 

B. General sales. 

1. Storable. Such CCC dispositions of 
storable barley as CCC may designate as gen¬ 
eral sales will be made during the month at 
market price, but not less than the Agricul¬ 
tural Act of 1949 formula minimum price for 
such sales which is 105 percent of the appli¬ 
cable 1966 price-support rate 3 (published 
loan rate plus 13 cents per bushel) for the 
class, grade, and quality of the barley, plus 
the markup shown in C of this unrestricted 
use section, applicable to the type of carrier 
involved. 

Z Nonstorable. At not less than market 
price as determined by CCC. 

C. Markups and examples (dollars per 
bushel in-store 1 No. 2 or better). 


Markup In-store 
received by— 

Examples 

Truck 

Rail or 
barge 

SO. 10), 

$0.07?« 

Fee-l grain program domestic PIK 
certificate ininirnunis: 

Cass County. N. Dak. ($0.70+ 

MinneajKjlis, Minn, (ex-ruil) ($0.99 
+$0.07» 4 ); $1.0654. 

Agricultural Act of 1949; statutory 
minimums: 

Cass County, N. Dak. ($0.76+ 
$0.13); 105 percent+$0.UK4 ;$l. 041 *. 

Minneapolis, Minn, tex-rall) <$0.w 
+$0.13); 105 jiercent +$0.07*4; 
$1.25?4. 


D. Availability information. For infor- 
on C CC barley sales from bin sites, 
contact ASCS State or county offices. For 
information on the disposition of barley 
uom other locations, contact the Kansas 
Yl ly ‘ Evanston » Minneapolis, or Portland 
offices shown at thc « nd of this 

Export. 

8ales are made at the applicable export 
™ et price ' 85 determined by CCC; export 
imf^t 111 TA ^ S ‘ if any * are deduct «d in arriv- 
minim, Credl , t sales prlces - The statutory 
pric « referred to in the price ad- 
J mment provisions of the following export 

aDDiV^° U ^ Cement8 ls 105 Percent of the 
UDrl^ e i >r!ce ' support «*• plus the niark- 
ln C of 1116 unrestricted use 

suam b 2 rley ‘ Sales wil1 bc made pur ’ 
o the following announcements. 

Mar i i n o« nC€ment GR-368 (Revision 2 , 
Program 9 5 ’ *** amended )* feed grain export 


B. Announcement GR-212 (Revision 2. 
Jan. 9, 1961), for application to approved 
CCC credit sales. 

C. Available. Kansas City, Evanston, and 
Minneapolis ASCS grain offices. 

OATS, BULK 

Unrestricted use. 

A. Market price, as determined by CCC, 
but not less than the Agricultural Act of 
1949 formula price which is 105 percent of 
the applicable 1966 price-support rate* for 
the class, grade, and quality of the oats plus 
the markup shown in B below. 

B. Markups and examples (dollars per 
bushel in-store' basis No. 2 XHWO). 


Markup in¬ 
store received 
by— 

Examples— A grietiUural Act of HMD; 
Slat, minimum 

Truck 

$6 08*4 

Redwood County, Minn. ($0.56+$0.03 
Quality differential); 105 percent 

+$0.08ft; $o. 7 on. 


C. Nonstorable. At not less than thc mar¬ 
ket price as determined by CCC. 

D. Availability information. Sales at bln 
sites are made through the ASCS county of¬ 
fices; at other locations through the Evans¬ 
ton, Kansas City. Minneapolis, or Portland 
ASCS grain offices. 

Export. 

Sales are made at the applicable export 
market price, as determined by CCC: export 
payment rates, if any, are deducted in ar¬ 
riving at barter and credit sales prices. The 
statutory minimum price referred to In the 
price adjustment provisions of thc follow¬ 
ing export sales announcements is 105 per¬ 
cent of the applicable price-support rate plus 
the markup referred to in B of the un¬ 
restricted use section for oats. Sales will 
be made pursuant to the following announce¬ 
ments: 

A. Announcement GR-368 (Revision 2. 
Mar. 1, 1965, as amended), feed grAin ex¬ 
port program. 

B. Announcement GR-212 (Revision 2, 
Jan. 9, 1961), for application to barter con¬ 
tracts and to approved CCC credit sales. 

C. Available. Kansas City, Evanston. Min¬ 
neapolis, and Portland ASCS grain offices. 

RYE, BULK 

Unrestricted use. 

A. Storable. Market price, as determined 
by CCC, but not less than the Agricultural 
Act of 1949 formula price which is 105 per¬ 
cent 9 of the applicable 1966 price-support 
rate for the class, grade, and quality of the 
grain plus the markup shown in B below ap¬ 
plicable to the type of carrier Involved. 

B. Markups and examples (dollars per 
bushel in-store ' No. 2 or better). 


Export. 

Sales are made at the applicable export 
market price, as determined by CCC; export 
payment rates. If any. are deducted in arriv¬ 
ing at credit sales prices. The statutory 
minimum price referred to In the price ad¬ 
justment provisions of the following export 
sales announcements is 105 percent of the 
applicable price-support rate plus the mark¬ 
up referred to in B of the unrestricted use 
section for rye. Sales will be made pursuant 
to the following announcements; 

A. Announcement GR-368 (Revision 2. 
Mar. 1, 1965, as amended), feed grain ex¬ 
port program. 

B. Announcement GR-212 (Revision 2. 
Jan. 9, 1961), for application to approved 
CCC credit sales. 

C. Available. Evanston, Kansas City, 
Portland, and Minneapolis ASCS grain 
offices. 

RICE, ROUGH 

Unrestricted use. 

Market price but not less than 1966 loan 
rate plus 5 percent, plus 22 cents per hun¬ 
dredweight, basis ln store. 

Export. 

As milled or brown under Announcement 
GR-369 (Revision IU, as amended), rice ex¬ 
port program—and under GR-379 (Revision 
I), for approved credit sales. 

Prices, quantities, and varieties of rough 
rice available from Kansas City ASCS Com¬ 
modity Office. 

COTTON, upland 

Unrestricted use. 

A. Competitive offers under the terms and 
conditions of Announcement NO-C-32 (Sale 
of Upland Cotton for Unrestricted Use). 
Under this announcement, upland cotton 
acquired under price-support programs will 
be sold at the highest price offered but in no 
event at less than the higher of (a) 110 per¬ 
cent of the current loan rate for such cotton, 
or (b) the market price for such cotton, as 
determined by CCC. 

B. Competitive offers under the terms and 

conditions of Announcement NO-C-31 (Dis¬ 
position of Upland Cotton—In Redemption 
of Payment-In-Kind Certificates or Rights 
in Certificate Pools, In Redemption of Export 
Commodity Certificates. Against the “Short¬ 
fall,” and Under Barter Transactions), as 
amended. Cotton may be acquired at its 
current market price, which shall be the 
highest price offered but not less the 

minimum determined by CCC, and In no 
event at less than the loan rate for such 
cotton. 

Export. 

CCC disposals for barter ( 1966-67 mar - 
keting year). Competitive offers under the 
terms and conditions of Announcements 
CN-EX-28 (Acquisition of Upland Cotton for 
Export under the Barter Program) and NO- 
C-31 (described above), as amended. 


Markup in-store 
received by— 

Examples—Agriculture 1 Act of 1949 

Stitt, minimum 

Truck 

Rail or 
Iwrgc 

$0.11 

*0.07?« 

Rolette County, N. Dak. ($0.89); 105 
percent+$0.11; $1.05. 

Minneapolis, Minn, (ex-rail) ($L23); 
105 ]>ercent +$0.07)1; $1.37 ji. 


C. Nonstorable. At not less than market 
price as determined by CCC. 

D. Availability information. Sales at bin 
sites are made through ASCS county offices; 
at other locations through the Evanston, 
Kansas City, Minneapolis, or Portland ASCS 
grain offices. 


COTTON, EXTRA LONG STAPLE 

Unrestricted use. 

Competitive offers under the terms and 
conditions of Announcements NO-C-6 (Re¬ 
vised July 22, 1960). as amended, and 
N °- c “10. as amended. Under these an¬ 
nouncements extra long staple cotton (do¬ 
mestically grown) win be sold at the highest 
price offered but in no event at less than the 
higher of (a) 115 percent of the current sup¬ 
port price for such cotton plus reasonable 
carrying charges, or (b) the domestic mar¬ 
ket price as determined by CCC. 

Export. 

A. CCC sales for export. Competitive of¬ 
fers under the terms and conditions of An¬ 
nouncements CN—EX—20 (Foreign - G ro w n 
Extra Long Staple Cotton Export Program) 
and NO-C-23 (Sale of Foreign-Grown Extra 
Long Staple Cotton), as amended. 


No. 215-22 
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Competitive offers under the terms and 
conditions of Announcements CN-EX-22 
(Extra Long Staple Cotton Export Program) 
and NOC-27 (Sale of Extra Long Staple 
Cotton), as amended. 

B. CCC credit sales and barter. Competi¬ 
tive offers under the terms and conditions of 
Announcements CN-EX-20 (Purchase of 
Extra Long Staple Cotton for Export under 
the Export Credit Sales Program), or CN- 
EX-27 (Acquisition of Extra Long Staple 
Cotton for Export under the Barter Pro¬ 
gram), and NO-C-27 (Sale of Extra Long 
Staple Cotton), as amended. 

Availability information. Sale of cotton 
will be made by the New Orleans ASCS Com¬ 
modity Office and catalogs for upland cotton 
and extra long staple cotton showing quanti¬ 
ties. qualities, and location may be obtained 
for a nominal fee from that office. 


C. Non storable. At not less than market 
price as determined by CCC. 

D. Available. Through the Minneapolis 
Grain Merchandising ASCS Office. 

Export. 

A. Announcement PS-GR-4, Revision 1. as 
amended, dispositions of flaxseed, as desig¬ 
nated by CCC. will be in redemption of export 
commodity certificates at the domestic mar¬ 
ket price as determined by CCC. 

B. Announcement GRr-212 (Revision 2, 
Jan. 9. 1961), for application to approved CCC 
credit sales. Such sales will be at the do¬ 
mestic market price as determined by CCC 
less the applicable export payment allowance. 
The flaxseed to be exported shall be No. 2 
grade, or better. 

C. Aiwilable. Through the Minneapolis 
Grain Merchandising ASCS Office. 

linseed oil, raw (bulk) 


flee. Announced prices under MP-10. Sales 
under this announcement may be made for 
application to OCC credit. 

Any cheese offered but not sold under the 
Invitation to bid issued pursuant to MP-10 
will be offered for sale through the following 
Monday noon at prices announced by press 
release from the Minneapolis ASCS Com¬ 
modity Office each Wednesday. 

FOOTNOTES 

* The formula price delivery basis for bin 
site sales will be f.o.b. 

* To compute, multiply applicable support 
price by 1.05 round product up to nearest 
whole cent and add amount shown in the 
appropriate table and any applicable freight 
and handling charges. 

USD A Agricultural Stabilization and Con¬ 
servation Service Offices 


PEANUTS, SHELLED 

A. Domestic crushing or export. 

1. shelled peanuts of less than U.S. No. 1 
grades may be purchased for foreign or 
domestic crushing. 

2. U.S. Medium—Virginia type—for export. 

3. Terms and conditions of sales as set 
forth in Peanut Announcement PR-1 effec¬ 
tive July 1, 1966, Amendment 1, and the lot 
list. 

B. When stocks of any of the above cate¬ 
gories are available in their area of respon¬ 
sibility. weekly lot lists are Issued by the 
following: 

GPA Peanut Association, Camilla, Ga. 

Peanut Growers Cooperative Marketing As¬ 
sociation. Franklin. V&. 

Southwestern Peanut Growers’ Association, 
Gorman. Tex. 

All sales are made on the basis of competi¬ 
tive bids submitted each Wednesday to the 
Producer Associations Division, Agricultural 
Stabilization and Conservation Service, 
Washington. D.C. 

TUNC OIL 

Domestic or export. 

Sales are made periodically on a competi¬ 
tive bid basis. Bids are submitted to the 
Producer Associations Division. Agricultural 
Stabilization and Conservation Service, 
Washington. D.C. 

The quantity offered and the date bids are 
to be received are announced to the trade 
in notices of invitation to bid, issued by 
the National Tung Oil Marketing Coopera¬ 
tive. Inc., Poplarville. Miss. 

Terms and conditions of sale are as set 
forth in Announcement NTOM-PR-3. effec¬ 
tive September 26, 1966, and the applicable 
invitation to bid. 

Copies of the Announcement or the In¬ 
vitation may be obtained from the Coopera¬ 
tive or Producer Associations Division. ASCS. 
Telephone Washington. D.C., area code 202, 
DUpont 8-3901 or DUpont S-2967. 

FLAXSEED, BULK 

Unrestricted use. 

A. Storable. Market price but not less 
than the applicable 1966 support price for 
tiie class, grade, and quality of flaxseed plus 
14*4 cents per bushel, and plus the respec¬ 
tive* markup shown in B below applicable to 
the type of carrier involved. 

B. Markups and examples (dollars per 
bushel in-store*). 


Markup per 
bushel received 
by— 

Examples of minimum prices 
(ex-rall or barge) 

Truck 

Hall or 
Iwirge 

Terminal 

Class and 
grade 

Price 

Cents 
$0.12tt 

Cents 
$4). 08 

Minneapolis.. 

No. 1. 

$3.37 J4 



Export. 

Under Announcement PS-GR-4. Revision 
1. as amended, dispositions of raw linseed 
oil. as designated by CCC. will be in redemp¬ 
tion of export commodity certificates at the 
domestic market price as determined by CCC. 

Available. Through the Minneapolis ASCS 
Commodity Office. 

DAIRY PRODUCTS 

Sales are in carlots only in-store at storage 
location of products. 

Submission of offers. 

Submit offers to the Minneapolis ASCS 
Commodity Office. 

NONFAT DRY MILK 

Unrestricted use. 

Announced prices, under MP-14: Spray 
process. U.S. Extra Grade, 21.60 cents per 
pound. 

Export. 

Competitive bid. under MP-10. pursuant to 
Invitation to bid to be issued by Minneapolis 
ASCS Commodity Office. Sales under this 
announcement may be made for application 
to barter and approved CCC credit. 

Any nonfat dry milk offered but not sold 
under the Invitation to bid issued pursuant 
to MP-10 will be offered for sale through the 
following Monday noon at prices announced 
by press release from the Minneapolis ASCS 
Commodity Office each Wednesday. 

BUTTER 

Un restricted use. 

Announced prices, under MP-14: 70.5 cents 
per pound—New York, Pennsylvania, New 
Jersey. New England, and other States bor¬ 
dering the Atlantic Ocean and Gulf of Mex¬ 
ico. 69.75 cents per pound—Washington, 
Oregon, and California. All other States 
69.50 cents per pound. 

Export. 

Competitive bid under Announcement MP- 
10, pursuant to invitations to bid to be Issued 
by Minneapolis ASCS Commodity Office. 
Sales under this announcement may be made 
for application to barter and CCC credit. 

Any butter offered but not sold under the 
invitation to bid issued pursuant to MP-10 
will be offered for sale through the following 
Monday noon at prices announced by press 
release from the Minneapolis ASCS Com¬ 
modity Office each Wednesday. 

CHEDDAR CHEESE (STANDARD MOISTURE BASIS) 

Unrestricted use. 

Announced prices, under MP-14: 49 

cents per pound—New York. Pennsylvania, 
New England. New Jersey, and other States 
bordering the Atlantic Ocean and Pacific 
Ocean and the Gulf of Mexico. All other 
States 48 cents per pound. 

Export. 

Competitive bid under Announcement 
MP-10. pursuant to Invitation to bid to be 
issued by Minneapolis ASCS Commodity Of- 


GRAIN OFFICES 


Kansas City ASCS Commodity Office. 8930 
Ward Parkway (Post Office Box 205), 
Kansas City. Mo. 64141. Telephone: 
Emerson 1-0860. 

Alabama. Alaska. Arkansas, Colorado. Flor¬ 
ida. Georgia. Hawaii. Kansas. Louisiana, 
Mississippi. Missouri, Nebraska, New 
Mexico. North Carolina. Oklahoma, 
South Carolina, Tennessee, Texas, and 
Wyoming. 

Branch Office—Evanston ASCS Branch Of¬ 
fice, 2001 Howard Street. Evanston. III. 
60202. Telephone: Long Distance—Uni¬ 
versity 9-0600 (Evanston Exchange). 
Local—Rogers Park 1-5000 (Chicago, 
Ill.). 

Connecticut. Delaware, Illinois, Indiana, 
Iowa, Kentucky, Maine, Maryland, Mas¬ 
sachusetts. Michigan. New Hampshire. 
New Jersey, New York. Ohio. Pennsyl¬ 
vania. Rhode Island. Virginia, Vermont, 
and West Virginia. 

Branch Office—Minneapolis ASCS Branch 
Office, 310 Grain Exchange Building. 
Minneapolis, Minn. 55415. Telephone: 
334-2051. 

Minnesota, Montana, North Dakota, South 
Dakota, and Wisconsin. 

Branch Office—Portland ASCS Branch Of¬ 
fice. 1218 Southwest Washington Street. 
Portland. Oreg. 9T205. Telephone: 
226-3361. 

Idaho. Nevada. Oregon, Utah, and Wash¬ 
ington (Domestic & Export Sales), 
Arizona and California (export sales 
only). 

Branch Office—Berkeley ASCS Branch Of¬ 
fice. 2020 Mllvia Street, Berkeley. Calif. 
94704. Telephone: Thorn wall 1-5121. 

Arizona and California (domestic sales 
only). 

PROCESSED COMMODITIES OFFICE (ALL STATES) 

Minneapolis ASCS Commodity Office. 6400 

France Avenue South, Minneapolis, Minn. 

55435. Telephone: 334-3200. 

COTTON OFFICES-(ALL STATES) 

New Orleans ASCS Commodity Office. Wlrtb 

Building. 120 Marais Street. New Orleans, 

La. 70112. Telephone: 527-7766. 


GENERAL SALES MANAGER OFFICES 

>presentatlve of General Sales M*na6* r * 
New York Area: Joseph Reidlngcr, 80 La¬ 
fayette Street. New York, N.Y. 10013. 
Telephone: 264-8439,8440.8441. 
presentatlve of General Sales Manag ’ 
West Coast Area: Callan B. Duffy. Apprals 
ers' Building. Boom 80*. 

Street. San Francisco, Calif. 94111. Te 
phone: 556-6185. 

ec. 4. 62 Stat. 1070. as amended: 15U_SC. 
lb. Interpret or apply sec. 407. 63 St • 
56: sec. 105. 63 Stat. 1051. as amended^ 
Stat. 612: secs. 303. 306. and 307. 76 Stat. 
1-617; 7 US.C. 1441 (note)) 
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Signed at Washington, D.C., on No¬ 
vember 1, 1966. 

H. D. Godfrey, 
Executive Vice President , 
Commodity Credit Corporation. 

{F.R. Doc. 66-12039; Filed, Nov. 3, 1966; 
8:47 a.m.J 


this publication and will receive consid¬ 
eration. 

Dated: October 24, 1966. 

A. Ross Eckler, 
Director , Bureau of the Census. 

|F.R. Doc. 66-12004; Filed, Nov. 3, 1966; 
8:45 a.m] 


DEPARTMENT OF COMMERCE 

Bureau of the Census 

RETAILERS’ INVENTORIES, SALES, 
NUMBER OF ESTABLISHMENTS, 
MERCHANDISE LINES 

Notice of Consideration To Continue 
Survey 

Notice is hereby given that the Bureau 
of the Census is considering a proposal 
to repeat in 1967 the Annual Retail Trade 
Survey which has been conducted each 
year under Title 13 U.S.C. 181, 224, and 
225 to collect data covering yearend in¬ 
ventories, annual sales, and number of 
retail stores operated as of the end of 
the year. This survey, covering 1966, 
which provides important information on 
retail inventories and sales-inventory ra¬ 
tios. is the only continuing source avail¬ 
able on a comparable classification basis 
and on a sufficiently timely basis for use 
as the benchmark for monthly inventory 
estimates. It also assists in establishing 
a benchmark for the geographic area 
distribution of sales. This year the sur¬ 
vey will also include merchandise lines 
data by kind of business. 

On the basis of information and rec¬ 
ommendations received by the Bureau 
of the Census, the data will have sig¬ 
nificant application to the needs of the 
public, the distributive trades, and gov¬ 
ernmental agencies, and are not publicly 
available from nongovernmental or other 
governmental sources. 

Such a survey, if conducted, shall be¬ 
gin not earlier than 30 days after the 
publication of this notice in the Federal 
Register. 

Reports will be required only from a 
selected sample of retail establishments 
in the United States. The sample will 
provide, with measurable reliability, sta¬ 
tistics on the subjects specified above. 
Reports will be requested from sampled 
stores on the basis of their sales size and/ 
or location in Census Sample Areas. A 
group of the largest firms, in terms of 
number of retail stores, will be requested 
to report their sales and number of stores 
oy county; but those firms which are par¬ 
ticipating monthly in the Bureau’s geo¬ 
graphic area survey will be asked to re¬ 
port at the national level only. 

of the Proposed forms and a 
? tlon of collection methods are 
available on request to the Director, Bu- 

20223 ° f the Census ' Washington, D.C. 

** suggestions or recommendations 
concerning the subject matter of the pro- 
should be submitted in writ- 
^prector of the Bureau of the 
census within 30 days after the date of 


DEPARTMENT OF HOUSING AND 
URBAN DEVELOPMENT 

Office of the Secretary 

ASSISTANT REGIONAL ADMINISTRA¬ 
TOR FOR PROGRAM COORDINA¬ 
TION AND SERVICES, REGION V 
(FORT WORTH) 

Redelegation of Authority With Re¬ 
spect to Urban Planning Assistance 
Program 

November 1,1966. 

The Assistant Regional Administrator 
for Program Coordination and Services, 
Region V tFort Worth), Department of 
Housing and Urban Development, is 
hereby authorized within his jurisdiction 
as modified at 30 F.R. 14176. November 
10, 1965, and at 31 F.R. 9471, July 12, 
1966, to exercise the authority redele¬ 
gated to the Regional Administrator and 
the Deputy Regional Administrator by 
the Assistant Secretary for Metropolitan 
Development (31 F.R. 7359, May 20, 1966) 
with respect to the Urban Planning As¬ 
sistance Program authorized under sec¬ 
tion 701 of the Housing Act of 1954, as 
amended (40 U.S.C. 461), except those 
authorities which under section C of such 
redelegation may not be redelegated. 

So much of the redelegation of au¬ 
thority (30 F.R. 14580, Nov. 23. 1965) 
to the Regional Director of Urban Re¬ 
newal, Region V (Fort Worth), as re¬ 
lated to the Urban Planning Program au¬ 
thorized under section 701 of the Housing 
Act of 1954, as amended (40 U.S.C, 461), 
is hereby superseded. 

(Assistant Secretary's redelegation effective 
May 18, 1966, 31 F.R. 7359, May 20.1966) 

Effective date. This redelegation of 
authority shall be effective as of October 
10,1966. 

W. W. Collins, 
Regional Administrator, 
Region V (Fort Worth ). 

{F.R. Doc. 66-12029; Filed, Nov. 3. 1966; 

8:47 a.m.| 


CIVIL AERONAUTICS BOARD 

{Docket No. 16236; Order E-24341] 

INTERNATIONAL AIR TRANSPORT 
ASSOCIATION 

Order Regarding Specific Commodity 
Rates 

Adopted by the Civil Aeronautics Board 
at its office in Washington, D.C., on the 
31st day of October 1966. 


Agreement adopted by Traffic Confer¬ 
ence 1 of the International Air Trans¬ 
port Association relating to specific com¬ 
modity rates; Docket 16236, Agreement 
CAB 19054, R-3 and R-4. 

An agreement has been filed with the 
Board, pursuant to section 412(a) of the 
Federal Aviation Act of 1958 (the Act) 
and Part 261 of the Board’s economic 
[regulations, between various air car¬ 
riers, foreign air carriers, and other car¬ 
riers. embodied In the resolutions of 
Traffic Conference 1 of the International 
Air Transport Association (LATA), and 
adopted pursuant to the provisions of 
Resolution 590 dealing with specific com¬ 
modity rates. 

The agreement, adopted pursuant to 
improtested notices to the carriers and 
promulgated in an LATA letter dated 
October 19, 1966/ names rates under ex¬ 
isting commodity descriptions as set 
forth in the attachment hereto. 3 The 
new rates reflect reductions of 37.3 and 
59.7 percent, respectively, and are con¬ 
sistent with the present level of specific 
commodity rates within the applicable 
area. 

The Board, acting pursuant to sections 
102 , 204(a), and 412 of the Act, does not 
find the subject agreement to be adverse 
to the public interest or in violation of 
the Act, provided that approval thereof is 
conditioned as hereinafter ordered. 

Accordingly, it is ordered , That Agree¬ 
ment CAB 19054, R-3 and R-4, be ap¬ 
proved, provided that approval shall not 
constitute approval of the specific com¬ 
modity descriptions contained therein 
for purposes of tariff publication. 

Any air carrier party to the agreement, 
or any interested person, may, within 
15 days from the date of service of this 
order, submit statements in waiting con¬ 
taining reasons deemed appropriate, to¬ 
gether with supporting data, in support 
of or in opposition to the Board’s action 
herein. An original and 19 copies of the 
statements should be filed with the 
Board’s Docket Section. The Board 
may, upon consideration of any such 
statements filed, modify or rescind its 
action herein by subsequent order. 

This order will be published in the 
Federal Register. 

By the Civil Aeronautics Board. 

[seal] Harold R. Sanderson, 

Secretary. 

|F.R. Doc. 66-12030; Filed. Nov. 3, 1966* * 
8:47 a.m.J 


{Docket No. 178811 

EL AL ISRAEL AIRLINES, LTD. 

Notice of Prehearing Conference 

Notice Is hereby given that a prehear¬ 
ing conference on the above-entitled ap¬ 
plication is assigned to be held on No¬ 
vember 9, 1966, at 10 a.m. t e.s.t., in Room 
701, Universal Building, 1825 Connecticut 


1 Received In the Board Oct. 24.1966. 

* Attachment filed as part o t original docu¬ 
ment. 
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Avenue NW.. Washington. D.C., before 
Examiner Leslie G. Donahue. 

Dated at Washington, D.C., October 
31,1966. 

[seal] Francis W. Brown, 

Chief Examiner . 

|F.R. Doc. 66-12031; Filed. Nov. 3. 1966; 
8:47 ajn.l 


| Docket No. 169091 

MONTREAL-TAMPA/MIAMI CASE 

Notice of Postponement of Oral 
Argument 

Notice Is hereby given, pursuant to the 
provisions of the Federal Aviation Act of 
1958, as amended, that oral argument in 
the above-entitled case now assigned to 
be heard on November 10, 1966, is post¬ 
poned to November 30, 1966, 10 a.m., 
e.s.t.. Room 1027, Universal Building, 
1825 Connecticut Avenue NW., Wash¬ 
ington. D.C., before the Board. 

Dated at Washington, D.C., October 
31, 1966. 

[seal] Francis W. Brown, 

Chief Examiner. 

[F.R. Doc. 66-12032; Filed, Nov. 3, 1966; 

8:47 a.m.J 


FEDERAL MARITIME COMMISSION 

[H.R. 10327] 

OPERATORS OF PASSENGER VES¬ 
SELS EMBARKING PASSENGERS AT 
U.S. PORTS 

Notice of Request for Information 

The Federal Maritime Commission is 
to be charged with the administration of 
sections 2 and 3 of H.R. 10327, a bill to 
require operators of passenger vessels 
embarking passengers at U.S. ports to 
file evidence of financial security and 
other information. The Commission, in 
an attempt to obtain information needed 
to draft rules to implement this legisla¬ 
tion, has sent the following letter to the 
persons and firms listed below who are 
believed to own passenger vessels sub¬ 
ject to the bill. 

Gentlemen : For some time there has been 
pending In the U.S. Congress legislation re¬ 
quiring operators of passenger vessels em¬ 
barking passengers at U.S. ports to file evi¬ 
dence of financial security and other infor¬ 
mation. This bill (H.R. 10327) has now 
passed both houses of Congress and is await¬ 
ing the signature of the President to enact 
the bill into law. Enclosed is a copy of the 
text of this bill as passed by Congress. 

Sections 2 and 3 of the legislation will be 
administered by the Federal Maritime Com¬ 
mission. Section 2 will require each owner 
or charterer of a vessel having berth or state¬ 
room accommodations for 50 or more pas¬ 
sengers and embarking passengers at U.S. 
ports, to satisfy the Federal Maritime Com¬ 
mission as to its financial responsibility for 
liability it may incur for death or Injury 
to any person. The bill provides the follow¬ 
ing methods for establishing the required 
financial responsibility: (1) policies of in¬ 
surance, (2) surety bonds, (3) qualifications 


as a self-insurer, or (4) other evidence of 
financial responsibility. 

The total amount of financial responsibil¬ 
ity for your company would be based on the 
vessel accommodating the largest number of 
passengers and would be computed on a 
sliding scale basis as follows: 

$20,000 for each passenger accommoditlon 
up to and Including 500; plus 

$15,000 for each additional passenger ac¬ 
commodation between 501 and 1.000; plus 
$10,000 for each additional passenger ac¬ 
commodation between 1,001 and 1,500; plus 
$5,000 for each passenger accommodation 
In excess of 1,500. 

Section 3 of the bill would require any 
person arranging, offering, advertising, or 
providing passage on vessels having berth 
or stateroom accommodations for 50 or more 
passengers and embarking passengers at a 
U.S. port to establish to the satisfaction of 
the Federal Maritime Commission that suffi¬ 
cient funds are available, by bond or other¬ 
wise, to indemnify passengers for nonper¬ 
formance of the transportation offered. The 
bond or other security used to satisfy this 
section must equal the estimated total reve¬ 
nue of the particular transportation. 

In order that this Commission may draft 
appropriate rules and regulations necessary 
to carry out the provisions of this bill, we are 
interested in obtaining from you the follow¬ 
ing information: 

1. Whether you plan to operate passenger 
vessels covered by the new legislation during 
1967; 

2. If so. the number of vessels you plan to 
operate: the names of the vessels; the num¬ 
ber of passengers which each of these vessels 
accommodate; the itinerary of the vessel; 

3. Tentatively, how you plan to comply 
with the financial responsibility provisions of 
the Act (sections 2 and 3 thereof): 

4. The name of the person or firm in the 
United States authorized to act as owner s 
agent with respect to qualifying under the 
new legislation; 

5. Whether the vessel will be operated by 
the owner or on a charter basis: 

6. A sample of the tickets or other con¬ 
tract of passage offered; and 

7. Any other information or comments 
you wish to make concerning this matter. 

There Is a limited amount of time available 
before the effective date of this legislation. 
Therefore, we would appreciate your coop¬ 
eration in returning the requested infor¬ 
mation to us without delay. 

A notice of the proposed rules will be pub¬ 
lished in the Federal Register at a later date, 
and all interested parties will be given the 
opportunity to comment thereon and to 
participate in the rulemaking proceeding. 

If you do not intend to operate passenger 
vessels subject to the above-mentioned Act, 
your response to that effect will also be ap¬ 
preciated. 

A copy of this letter has been mailed to 
all persons and firms known by this Bureau 
to own vessels embarking passengers at U.S. 
ports. In addition, the contents of this let¬ 
ter will be published in the Federal Register 
as a means of soliciting responses from other 
interested parties. 

Very truly yours, 

(Signed) James E. Mazitre, 

Director. 

Bureau of Domestic Regulation. 
Enclosure: The reporting and/or recording- 
keeping requirements contained herein have 
been approved by the Bureau of the Budget 
in accordance with the Federal Reports Act 
of 1942. Approval No. 118-66002 

Addresses 

Alaska Cruise Lines. Ltd. 

American Export Isbrandtsen Lines, Inc. 
American President Lines, Ltd. 


Ariadne Shipping Co., Ltd. 

Bergenske Dampskibsselskab, Det 
Blue Steamship Co. 

Calypso Lines, Ltd. 

Canadian Pacific Railway Co. 

Companhia Colonial de N&vegacao 
Compagnie General Transatlantlque 
Compania Transatlantics Espanola, 3.A. 
Cunard Steam-Ship Co., Ltd. 

Delta S.S. Lines. Inc. 

Einar Hansen Redert A/B Clipper 
Evangeline Steamship Co. 

Furness. Withy & Co.. Ltd. 

Grace Line, Inc. 

Holland America Line 
Home Lines, Inc. 

“Italia” Societa Pep Azionl Dl Navigazione 
Jugoslavenska Llnijska Plovidba (Yugoslav 
Line) 

Matson Navigation Co. 

Moore-McCormack Lines. Inc. 

New Zealand Shipping Co., Ltd. 

Nihon IJusen K.K. 

Norddeutsche Immobilien & Verwaltungs 
GMBH. 

Norddeutscher Lloyd 
Norske Amerikallnje A/S. Den 
Oceanic Steamship Co., Inc. 

Okeania, S.A. 

Otaru Municipal Office 
P. & O. Steam Navigation Co. 

Panama Canal Co. 

Polish Ocean Lines 
Royal Mail Lines. Ltd. 

Shaw Savlll & Albion Co., Ltd. 

“Sitmar” Societa Italians Transport! Marit- 
timi 

A/B Svenska Amerika Linien Wijk. Erik 
Themistocles Navegaclon, 8.A. 

Transatlantic Shipping Corp. 

United States Lines Co. 

Victoria Steamship Co., Ltd. 

William Shipping Co.. Inc. 

Yarmouth Steamship Co., Inc. 

Ybarra & Cla., S.A. 

Zim Israel Navigation Co.. Ltd. 

Arcadia Steamship Co. 

Government of Canada 
Europa—Canada Line G.M.B H. 

Koninklijke Rotterdamsche Lloyd N.V. 

John S. Latsis 

Nili-Somerfin Car Ferries, Ltd. 

Slgshlp, S/S 

Transoceanic Navigation Corp. 

This notice is published as an addi¬ 
tional request for comments from all 
interested parties. Comments should be 
submitted to the Director, Bureau of 
Domestic Regulation, Federal Maritime 
Commission, Washington, D.C. 20573. 

Dated: November 1, 1966. 

Thomas Lisi. 

Secretary. 

(F.R. Doc. 66-12037; Filed, Nov. 3. 1966; 

8:47 a m | 


HAILAND/UNITED STATES ATLANTIC 
& GULF RUBBER POOL 

Notice of Agreement Filed for 
Approval 

Notice is hereby given that the follow- 
ng agreement has been filed with tne 
Commission for approval Pursuant to 
ection 15 of the Shipping Act, 1916. as 
imended (39 Stat. 733. 75 Stat. 763, 46 
JSC 814). 

Interested parties may inspect and ob- 
ain a copy of the agreement at tn 
Washington office of the Federal^Man- 
ime Commission. 1321 H Street N V.. 
*oom 609; or may inspect agreements ai 
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the office of the District Managers, New 
York, N.Y., New Orleans, La., and San 
Francisco. Calif. Comments with refer¬ 
ence to an agreement including a re¬ 
quest for hearing, if desired, may be sub¬ 
mitted to the Secretary, Federal Mari¬ 
time Commission, Washington, D.C. 
20573, within 20 days after publication 
of this notice in the Federal Register. 
A copy of any such statement should 
also be forwarded to the party filing the 
agreement (as indicated hereinafter) 
and the comments should indicate that 
this has been done. 

Notice of agreement filed for approval 
by: 

Mr. Elkan Turk, Jr., Burlingham. Under¬ 
wood. Barron, Wright & White, 25 Broad¬ 
way, New York, N.Y. 10004. 

Agreement 8061-11 modifies the basic 
agreement (8061) of the Thailand/ 
United States Atlantic & Gulf Rubber 
Pool so that the member lines may, at 
their discretion, disband their jointly 
established Haadyai Office and delegate 
its management and control functions to 
an independent person, firm, company, 
or corporation, which will be subject to 
supervision and control by the Super¬ 
visory Committee at Singapore. 

Dated: November 1 ,1966. 

By the Commission. 


Thomas Lisi, 
Secretary . 

(FB. Doc. 66-12038; Piled, Nov. 3, 1966; 
8:47 am) 


SECURITIES AND EXCHANGE 
COMMISSION 

IPile No. 70-44251 

PENNZOIL CO. 

Notice of Filing Regarding Issuance 
and Sale of Notes by Holding 
Company and Application for Ex¬ 
emption From Competitive Bidding 

October 31, 1966. 

Notice is hereby given that Pennzoil Co. 
< Pennzoil”), a registered holding com¬ 
pany, 900 Southwest Tower, Houston, 
Jex 77002, has fUed an application- 
declaration with this Commission pursu¬ 
ant to the Public Utility Holding Com- 
1935 (“Act”) and has desig¬ 
nated sections 6 and 7 of the Act and Rule 
promulgated thereunder as applicable 
to the proposed transactions. All inter- 
ested persons are referred to said appli- 
uon-declaration, which is summarized 

nr!v° W ’ *? r a com Plete statement of the 
Proposed transactions. 

Pennzoil has outstanding $214,975,000 
P^ncipal amount of promissory notes due 
1966 ( “01d Notes”), and 
“°* heId by 26 banks (“Banks") in re- 
Pecttyc amounts set forth in Holding 
Release No. 15493 (June 2. 
Th ® Old Notes originally were 

SpmK by £ ennZ0U 10 these Banks on 
Pennon* 20 ' ; 1965, immediately prior to 
Danv^'j registration as a holding com¬ 
pany under the Act; and, pursuant to 


Commission authorization, their matu¬ 
rity was subsequently extended to De¬ 
cember 31,1966. (See Holding Company 
Act Release No. 15514 (June 23, 1966).) 

In order to refund the Old Notes, Penn¬ 
zoil proposes to issue and sell to the pub¬ 
lic up to $215 million aggregate amount 

of its - percent notes (“Interim 

Notes”), each of which will mature June 
30. 1968, or, at the option of the holder 
thereof, December 31, 1967. All Interim 
Notes will be publicly offered through un¬ 
derwriters, partly on a firm basis and 
the balance on a best efforts basis. The 
amounts to be thus underwritten will be 
determined by negotiation. 

An amount equal in aggregate princi¬ 
pal amount of Interim Notes sold will 
be applied, pro rata, to the prepayment 
of the Old Notes. Accrued interest on 
the Old Notes will be paid with funds 
from other sources. 

To retire the balance of unpaid princi¬ 
pal amount of the Old Notes. Pennzoil, 
pursuant to an agreement with the Banks 
(“New Agreement”), will issue to the 
Banks promissory notes (“New Notes”) 
of equal aggregate principal amount. 
Each of such New Notes (a) will be made 
payable to the order of the Bank to 
which it is issued, (b) will be payable on 
or before July 31. 1968, and (c) will bear 
interest, payable quarterly, at a rate per 
annum (computed on a daily basis of a 
year of 365 days) which shall be the 
greater of (i) the annual rate of interest 
payable on the Interim Notes or (ii) one- 
fourth of 1 percent above the prime 
commercial loan rate at the Mellon Na¬ 
tional Bank & Trust Co. for unsecured 
loans prevailing from time to time while 
such New Note is outstanding. 

The exchange of the Old Notes for the 
New Notes will be made on a date (“Clos¬ 
ing Date”) specified by prior notice, 
which date shall be the same as the date 
of closing of the sale of the Interim 
Notes. If Pennzoil fails to specify a Clos¬ 
ing Date prior to December 25, 1966, the 
New Agreement will terminate. 

Pursuant to the New Agreement Penn¬ 
zoil proposes to issue from time to time 
after the Closing Date to and including 
June 30, 1968, additional New Notes in 
aggregate principal amount of all Interim 
Notes which may from time to time be 
retired. The aggregate principal amount 
of Pennzoil’s obligations on Old and New 
Notes to the Banks and on Interim Notes 
will not exceed $215 million at any one 
time outstanding. 

Each borrowing, for which additional 
New Notes are to be issued, will be made 
from the Banks pro rata according to the 
respective amounts of the Old Notes pres¬ 
ently held by the Banks. Pennzoil will 
pay a commitment fee on the daily aver¬ 
age unused amount of the commitment 
of each of the Banks, computed at a rate 
of one-fourth of 1 percent per annum 
until December 31, 1967, and at a rate of 
one-half of 1 percent per annum there¬ 
after. 

The New Notes will be subject to pro 
rata prepayment at the option of Penn¬ 
zoil, in whole or in part, in the principal 
amount of $1 million or an integral mul¬ 
tiple thereof. Each such prepayment 
may be made without premium or pen¬ 
alty, except that, if any such prepayment 


is made directly or indirectly from the 
proceeds or in contemplation of bank 
borrowings other than from the Banks. 
Pennzoil is to pay a premium on that 
portion of the principal amount prepaid 
at the rate of one-fourth of 1 percent 
per annum from the date of prepayment 
to the maturity date of the amount pre¬ 
paid. 

Pennzoil requests an exemption from 
the competitive bidding requirements of 
Rule 50 for the issuance and sale of its 
Interim Notes. It is stated that the In¬ 
terim Notes, with a maturity date of 
eighteen months, are not the type of 
security appropriate to competitive bid¬ 
ding, especially in view of the size of the 
proposed issue under present conditions 
in the money market. It is further stated 
that, unless a significant amount of In¬ 
terim Notes, sufficient to permit a sub¬ 
stantial prepayment of the Old Notes, can 
be underwritten at a reasonable cost, the 
proposed transaction would not be justi¬ 
fied; that the amount of Interim Notes 
which may be firmly underwritten with¬ 
out excessive cost cannot be determined 
except by negotiation; and that, since 
only a part of the issue of Interim Notes 
will be firmly underwritten, it might not 
be feasible to evaluate competitive bids 
if they should differ as to amounts to be 
thus underwritten. 

It is stated that no State commission 
and no Federal commission, other than 
this Commission, has jurisdiction over 
the proposed transactions. Information 
respecting the fees and expenses to be 
incurred in connection with the proposed 
transactions Is to be submitted by 
amendment. 

Notice is further given that any in¬ 
terested person may. not later than 
November 14, 1966, request in writing 
that a hearing be held on such matter, 
stating the nature of his interest, the 
reasons for such request, and the issues 
of fact or law raised by the application- 
declaration which he desires to con¬ 
trovert; or he may request that he be 
notified if the Commission should order 
a healing thereon. Any such request 
should be addressed: Secretary, Securi¬ 
ties and Exchange Commission, Wash¬ 
ington, D.C. 20549. A copy of such re¬ 
quest should be served personally or by 
mail (airmail if the person being served 
Is located more than 500 miles from the 
point of mailing) upon the applicant- 
declarant at the above-stated address, 
and proof of service (by affidavit or. in 
case of an attorney at law, by certificate > 
should be filed contemporaneously with 
the request. At any time after said 
date, the application-declaration, as filed 
or as it may be amended, may be granted 
and permitted to become effective as pro¬ 
vided in Rule 23 of the general rules and 
regulations promulgated under the Act, 
or the Commission may grant exemption 
from such rules as provided in Rules 
20(a) and 100 thereof or take such other 
action as it may deem appropriate. 

By the Commission. 

fSEALl ORVAL L. DUBOIS, 

Secretary. 

(F.R. Doc. 06-12021; Filed, Nov. 3, 1966; 

8:46 a.m.l 
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NOTICES 


FEDERAL TRADE COMMISSION 

CIGARETTES AND RELATED MATTERS 

Methods To Be Employed in Deter¬ 
mining Tar and Nicotine Content; 

Notice of Public Hearing 

Notice is hereby given that the Fed¬ 
eral Trade Commission will hold a pub¬ 
lic hearing before the full Commission 
on November 30, 1966, commencing at 10 
a.m., e.s.t.. in Room 532, Federal Trade 
Commission Building, Sixth Street and 
Pennsylvania Avenue NW., Washington, 
D.C., at which time and place all inter¬ 
ested and affected parties may verbally 
present data, views, arguments and sug¬ 
gestions relevant to the manner of test¬ 
ing cigarettes to determine their tar and 
nicotine content and the reporting of the 
results of such tests. Written data, 
views, arguments and suggestions will 
also be made a part of the public record 
and considered if mailed to Mr. Joseph 
W. Shea. Secretary, Federal Trade Com¬ 
mission. Sixth Street and Pennsylvania 
Avenue NW.. Washington, D.C. 20580. on 
or before November 30, 1966. Persons 
submitting written presentations exceed¬ 
ing two pages should file 12 copies there¬ 
of, and any person desiring to make oral 
presentation at the hearing on Novem¬ 
ber 30, 1966, should notify the Secretary 
of the Commission to this effect, with an 
estimate of the time required for his 
presentation, not later than November 
21. 1966. 

The purpose of this hearing is to estab¬ 
lish a public record to assist the Commis¬ 
sion in determining what action, if any, 
should be taken in the public interest 
with respect to modifying or amplifying 
the Cambridge Filter Method, as de¬ 
scribed in an article entitled “Determi¬ 
nation of Particulate Matter and Alka¬ 
loids (as Nicotine) in Cigarette Smoke " 
by C. L. Ogg, which appeared in the 
Journal of the Association of Official 
Agricultural Chemists, Vol. 47, No. 2, 
1964, to determine tar and nicotine 
yields of cigarette smoke, and the form 
in which test results should be expressed 
in the public interest. This method was 
specified by the Commission on March 
25. 1966. as that to be used to support 
any factual statements of tar and nico¬ 
tine content of the mainstream smoke of 
cigarettes. The public record to be 
established will assist the Commission 
in reaching informed determinations 
with respect to the manner in which its 
laboratory will be operated, and related 
questions. 

The Commission solicits information 
and suggestions on the following ques¬ 
tions: 

1. Whether the butt-length to which 
test cigarettes are smoked should be 23 
mm for nonfilter cigarettes, and the 
length of the filter and overwrap plus 3 
mm for filter cigarettes if such combined 
length is more than 23 mm; 

2. Whether the total particulate mat¬ 
ter should be reported on a “wet” or 
“dry” basis, and if the latter whether the 
gas chromatography method published 


by C. H. Sloan and B. J. Sublett, “Mois¬ 
ture Content of the Particulate Phase of 
Smoke from Filter and Nonfilter Ciga¬ 
rettes,” In Tobacco Science 9. page 70. 
1965, as modified by F. J. Schultz and A. 
W. Spears report “Determination of 
Moisture in Total Particulate Matter” 
published in Tobacco Vol. 162, No. 24, 
page 32, dated 17 June 1966, should be 
employed to determine the moisture 
content: 

3. Whether test results should be re¬ 
ported in terms of whole numbers or 
whole numbers and fractions of milli¬ 
grams, or a range, or a figure accom¬ 
panied by the standard deviation with an 
explanation; and 

4. The number of cigarettes to be 
smoked necessary to produce reliable re¬ 
sults. and the size and geographic dis¬ 
tribution of the sample from which such 
test cigarettes are selected. 

Interested persons are invited to sub¬ 
mit any information pertinent to these 
questions or other aspects of the subject. 

The data, views, or arguments pre¬ 
sented orally or in writing will be avail¬ 
able for examination by interested parties 
at the Federal Trade Commission, Wash¬ 
ington, D.C. 

Issued: November 3,1966. 

By the Commission. 

(seal! Joseph W. Shea, 

Secretary . 

JF.R. Doc. 66-12024; Piled, Nov. 3, 1966; 

8:46 a.m.J 


TARIFF COMMISSION 

STAINLESS-STEEL TABLE 
FLATWARE 

Report to the President 

November 1, 1966. 

The Tariff Commission observed in a 
report sent to the President today that 
the US. demand for stainless-steel table 
flatware continued to increase in 1965 
and 1966 and that domestic producers 
increased their sales, expanded their 
capacity, and improved their produc¬ 
tivity. Imports increased in 1966 pri¬ 
marily as a result of enlargement of the 
tariff quota and reduction of the duties 
on over-quota imports, effective Novem¬ 
ber 1. 1965. Imports supplied 24 percent 
of U.S. consumption in 1963, 22 percent 
in 1964, and 25 percent in 1965. U.S. 
consumption rose from 29 million dozen 
pieces in 1963 to 36 million dozen pieces 
in 1965. 

The Commission's report was sub¬ 
mitted to the President in accordance 
with section 351(d) (1) of the Trade Ex¬ 
pansion Act of 1962, which provides 
that— 

So long as any increase in, or imposition 
of, any duty or other import restriction 
pursuant to this section or pursuant to sec¬ 
tion 7 of the Trade Agreements Extension 
Act of 1951 remains in effect, the Tariff 
Commission shaU keep under review develop¬ 
ments with respect to the industry concerned. 


and shall make annual reports to the Presi¬ 
dent concerning such developments. 

Under the escape-clause procedure of 
the Trade Agreements Extension Act of 
1951, the President established a tariff 
quota and increased the rates of duty 
applicable to certain stainless-table flat- 
ware in excess of the quota, effective 
November 1, 1959. The tariff quota was 
enlarged and the rates of duty on imports 
over the quota were decreased by a Presi¬ 
dential proclamation dated January 7, 
1966, but retroactive to November 1,1965. 

Copies of the Commission’s report are 
available upon request as long as the 
limited supply lasts. Requests should be 
addressed to the Secretary, U.S. Tariff 
Commission, Eighth and E Streets NW., 
Washington, D.C. 20436. 

[seal! Donn N. Bent, 

Secretary . 

]P.R. Doc. 66-12026; Filed, Nov. 3, 1966; 

8:46 am.j 


ATGMIC ENERGY COMMISSION 

STATE OF WASHINGTON 
Proposed Agreement for Assumption 
of Certain AEC Regulatory Authority 

Notice is hereby given that the U.S. 
Atomic Energy Commission is publish¬ 
ing for public comment, prior to action 
thereon, a proposed agreement received 
from the Governor of the State of Wash¬ 
ington for the assumption of certain of 
the Commission’s regulatory authority 
pursuant to section 274 of the Atomic 
Energy Act of 1954, as amended. 

A r4sum6, prepared by the State of 
Washington and summarizing the State’s 
proposed program, was also submitted to 
the Commission. With the exception of 
referenced Charts 1-3 and advisory com¬ 
mittee memberships, this resume is set 
forth below as an appendix to tills notice. 
A copy of the program, including pro¬ 
posed Washington regulations, is avail¬ 
able for public Inspection in the Com¬ 
mission’s Public Document Room. 1717 
H Street NW., Washington, D.C., or may 
be obtained by writing to the Director, 
Division of State and Licensee Relations, 
U.S. Atomic Energy Commission, Wash¬ 
ington. D.C. 20545. All interested per¬ 
sons desiring to submit comments and 
suggestions for the consideration of the 
Commission In connection with the pro¬ 
posed agreement should send them, in 
triplicate, to the Secretary, U.S. Atomic 
Energy Commission, Washington. D.C. 
20545, within 30 days after initial pub¬ 
lication in the Federal Register. f 

Exemptions from the Commission s 
regulatory authority which would imple¬ 
ment this proposed agreement, as well as 
other agreements which may be entered 
into under section 274 of the Atomic 
Energy Act, as amended, were published 
as Part 150 of the Commission’s regula¬ 
tions in Federal Register issuances of 
February 14. 1962, 27 FR. 1351 ; Septem¬ 
ber 22, 1965, 30 F.R. 12069; and March 
19. 1966. 31 F.R. 4668. In reviewing this 
proposed agreement, Interested persons 
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should also consider the aforementioned 
exemptions. 

Dated at Washington, DC., this 12th 
day of October 1966. 

For the Atomic Energy Commission. 


W. B. McCool, 
Secretary . 

Proposed Agreement Between the U.S. 
Atomic Energy Commission and the State 
or Washington for Discontinuance of 
Certain Commission Regulatory Author¬ 
ity and Responsibility Within the State 
Pursuant to Section 274 or the Atomic 
Energy Act or 1954, as Amended 


Whereas, the U.S. Atomic Energy Commis¬ 
sion (hereinafter referred to as the Commis¬ 
sion) is authorized under section 274 of the 
Atomic Energy Act of 1954. as amended 
(hereinafter referred to as the Act) to enter 
into agreements with the Governor of any 
State providing for discontinuance of the 
regulatory authority of the Commission 
within the State under Chapters 6, 7. and 8 
and section 161 of the Act with respect to 
byproduct materials, source materials, and 
special nuclear materials in quantities not 
sufficient to form a critical mass; and 
Whereas, the Governor of the State of 
Washington Is authorized under Revised 
Code of Washington 70.98.110 to enter Into 
this Agreement with the Commission; and 
Whereas, the Governor of the State of 
Washington certified on October 3, 1966, that 
the State of Washington (hereinafter referred 
to as the State) has a program for the con¬ 
trol of radiation hazards adequate to pro¬ 
tect the public health and safety with re¬ 
spect to the materials within the State cov¬ 
ered by this Agreement, and that the State 
desires to assume regulatory responsibility 
for such materials; and 

Whereas, the Commission found on_ 

.that the program of the State for the 

regulation of the materials covered by this 
Agreement is compatible with the Commis¬ 
sion’s program for the regulation of such 
materials and is adequate to protect the pub¬ 
lic health and safety; and 
Whereas, the State and the Commission 
recognize the desirability and Importance of 
cooperation between the Commission and the 
State in the formulation of standards for 
protection against hazards of radiation and 
in assuring that State and Commission pro¬ 
grams for protection against hazards of 
radiation will be coordinated and compatible; 


Whereas, the Commission and the State 
recognize the desirability of reciprocal recog¬ 
nition of licenses and exemption from licens¬ 
ing of those materials subject to this Agree¬ 
ment; and 

Whereas, this agreement is entered into 
pursuant to the provisions of the Atomic 
energy Act of 1954, as amended; 

therefore * It hereby agreed between 
we Commission and the Governor of the 
State, acting in behalf of the State, as 
follows: 

.,^®, T1 f LE Subject to the exceptions pro- 

ln Articles II, III. and IV. the Com¬ 
mission shall discontinue, as of the effective 
twu Agreement, the regulatory au- 

°* the Commission in the State under 
An 6 ’ 7 ' 8 * and section 161 of the 

c : w * th respect to the following materials: 
a. Byproduct materials; 

• Source materials; and 
no* c,,£T? al A nuclear mat erials In quantities 
A* tS eDt t0 form a nmss. 

fo/aT^ .,™ 8 Agreement does not provide 
nuance of an y authority and the 
6ha11 ****** authority and re- 
mslbihty with respect to regulation of: 
Drod,w. e cons truction and operation of any 
Production or utilization facility; 


B. The export from or import into the 
United States of byproduct, source, or special 
nuclear material, or of any production or 
utilization facility; 

C. The disposal into the ocean or sea of 
byproduct, source, or special nuclear waste 
materials as defined in regulations or orders 
of the Commission; 

D. The disposal of such other byproduct, 
source, or special nuclear material as the 
Commission from time to time determines by 
regulation or order should, because of the 
hazards or potential hazards thereof, not be 
so disposed of without a license from the 
Commission. 

Art. III. Notwithstanding this Agreement, 
the Commission may from time to time by 
rule, regulation, or order, require that the 
manufacturer, processor, or producer of any 
equipment, device, commodity, or other 
product containing source, byproduct, or spe¬ 
cial nuclear material shall not transfer pos¬ 
session or control of such product except 
pursuant to a license or an exemption from 
licensing Issued by the Commission. 

Art. IV. This Agreement shall not affect 
the authority of the Commission under sub¬ 
section 161 b. or i. of the Act to issue rules, 
regulations, or orders to protect the common 
defense and security, to protect restricted 
data or to guard against the loss or diversion 
of special nuclear material. 

Art. V. The Commission will use its best 
efforts to cooperate with the State and other 
agreement States in the formulation of 
standards and regulatory programs of the 
State and the Commission for protection 
against hazards of radiation and to assure 
that State and Commission programs for 
protection against hazards of radiation will 
be coordinated and compatible. The State 
will use its best efforts to cooperate with the 
Commission and other agreement States in 
the formulation of standards and regulatory 
programs of the State and the Commission 
for protection against hazards of radiation 
and to assure that the State's program will 
continue to be compatible with the program 
of the Commission for the regulation of like 
materials. The State and the Commission 
will use their best efforts to keep each other 
informed of proposed changes in their re¬ 
spective rules and regulations and licensing, 
inspection and enforcement policies and cri¬ 
teria, and to obtain the comments and as¬ 
sistance of the other party thereon. 

Art. VI. The Commission and the State 
agree that it Is desirable to provide for re¬ 
ciprocal recognition of licenses for the ma¬ 
terials listed in Article I licensed by the 
other party or by any agreement State. 
Accordingly, the Commission and the State 
agree to use their best efforts to develop 
appropriate rules, regulations, and proce¬ 
dures by which such reciprocity will be 
accorded. 

Art. VII. The Commission, upon its own 
initiative after reasonable notice and oppor¬ 
tunity for hearing to the State, or upon re¬ 
quest of the Governor of the State, may 
terminate or suspend this agreement and 
reassert the licensing and regulatory author¬ 
ity vested in it under the Act if the Com¬ 
mission finds that such termination or sus¬ 
pension is required to protect the public 
health and safety. 

Art. VIII. This agreement shall become ef¬ 
fective on December 31. 1966, and shall re¬ 
main in effect unless, and until such time 
as it is terminated pursuant to Article VII. 


Done at .. . In trip¬ 
licate, this_day of _ 

For the United States Atomic Energy 
Commission. 


For the State of Washington. 

Daniel J. Evans, 

Governor. 


Foreword 

This document presents the current and 
proposed programs for managing the use of 
ionizing radiation in this State in a manner 
consistent with the paramount need In such 
use for the protection of the public and occu¬ 
pational health and safety. It Includes sup¬ 
porting information on authority, regulation, 
organization, and resources available. 

Washington, an early pioneer in the nu¬ 
clear age, has worked closely with the Atomic 
Energy Commission and its contractors in 
assuring adequate protection through the 
long period of major nuclear activity in the 
State. As Washington progresses in the nu¬ 
clear age, and invites beneficial nuclear de¬ 
velopment, it is fully aware of the responsi¬ 
bility to assure continuing protection in the 
use of both new and existing sources of 
ionizing radiation. 

The Governor, on behalf of the State of 
Washington, is authorized to enter Into 
agreements with the Federal Government 
providing for discontinuance of certain of the 
Federal Government’s responsibilities with 
respect to sources of ionizing radiation and 
the assumption thereof by the State. This 
authority Is found in the Revised Code of 
Washington (RCW) 70.98.110 relating to de¬ 
velopment, regulation, and utilization of 
sources of Ionizing radiation. 

The Atomic Energy Commission is au¬ 
thorized to enter into an agreement with the 
Governor of a State whereby the Commission 
may transfer to the State certain licensing 
and regulatory control of byproduct material, 
source material, and special nuclear ma¬ 
terial ln quantities not sufficient to form a 
critical mass—this authority is found in sec¬ 
tion 274b of the Atomic Energy Act of 1954. 
as amended. 

Background 

pertinent events and legislative history 

1949—The Columbia River Advisory Group 
<CRAG) was organized at the request of 
the Atomic Energy Commission Operations 
Office in 1949 to advise on matters of re¬ 
actor waste disposal and water used in 
the Columbia River. Its members were 
from Oregon (State Sanitary Authority), 
Washington (Department of Health and 
Pollution Control Commission), and the 
U S. Public Health Service (Portland Office 
of the Water Supply and Pollution 
Control). 

1956— An Interim Advisory Committee on 
Radiation Protection and Control was 
formed to advise the Department of Health 
on Initiating activity in the control of 
hazards from ionizing radiation. 

A program was formed to undertake 
activity in air pollution and radiation con¬ 
trol In the “then” Division of Engineering 
and Sanitation. 

1957— Chapter 43.39 RCW was passed by the 
legislature, calling for review by named 
State departments, including Health, of 
legislative and regulatory needs, establish¬ 
ing the position of Coordinator of Atomic 
Development Activities, and creating an 
Advisory Council on Atomic Energy. 

The Air Sanitation and Radiation Con¬ 
trol Section was formally created in the 
Division of Engineering and Sanitation of 
the Department of Health. Staff recruit¬ 
ment and training were Initiated. 

1961—Chapter 70.98 RCW was enacted. It 
repealed Chapter 43.39 RCW and estab¬ 
lished the Department of Health as the 
radiation control agency with authority to 
register sources of ionizing radiation and to 
regulate their use. It created the Techni¬ 
cal Advisory Board on Radiation Control, 
established the Department of Commerce 
and Economic Development as the agency 
for promotion and development of nuclear 
energy, and created the Advisory Council 
on Nuclear Energy and Radiation. It au- 
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thorized the Governor to enter into agree¬ 
ments with the Federal Government for 
transfer of authority. It provided for ad¬ 
ministrative and legal proceedings, out¬ 
lawed shoe fluoroscopes, and provided for 
exemptions. 

1964— Rules and Regulations of the State Ra¬ 
diation Control Agency pertaining to the 
registration of reportable radiation sources 
were adopted. These required. In addition 
to registration, the reporting of changes 
including loss of control by theft, loss, or 
accident. Exemptions from registration 
and reporting were provided. 

1965— Chapter 70.98 RCW was amended. 
The Department of Health was named as 
the sole agency responsible for adminis¬ 
trating the regulatory provisions for the 
protection of the public and occupational 
health and safety, and provided for li¬ 
censing of byproduct, source, special nu¬ 
clear materials and devices utilizing such 
materials, or other naturally-occurring or 
artificially-produced radioactive materials. 

Chapter 43.31 RCW was amended estab¬ 
lishing the office of Nuclear Energy De¬ 
velopment In the Department of Commerce 
and Economic Development. It authorized 
the Department to acquire, develop, oper¬ 
ate, lease, sublease, or sell land and facili¬ 
ties for nuclear development purposes and 
provided for perpetual maintenance and/ 
or surveillance for radioactive material 
waste-management purposes. 

1966— Regulations for licensing, registration, 
and standards for protection pertaining to 
the use of Ionizing radiation were adopted. 

From the time of the establishment of the 
Advisory Council on Atomic Energy, the 
Council and Its successor, the Advisory 
Council on Nuclear Energy and Radiation, 
have provided continuous leadership in de¬ 
veloping and Improving legislation which 
would enable Washington to become an 
agreement-state and to undertake the de¬ 
velopment of its nuclear potential. The De¬ 
partments of Health and of Commerce and 
Economic Development have worked closely 
with the Councils in this endeavor. 

The Department of Health was an active 
participant In the Columbia River Advisory 
Group. Through this mechanism, while no 
formal State programs had been established, 
it was able to continuously review appro¬ 
priate information on Hanford waste disposal 
practices and to advise the Atomic Energy 
Commission and its contractors concerning 
discharges to the Columbia River and signifi¬ 
cant water uses. 

PREVIOUS AND CURRENT ACTIVITIES 

The Initiation of Departmental programs 
directed at the problems associated with 
ionizing radiation resulted in a series of ac¬ 
tivities the most significant of which are 
described below. 

Tuberculosis chest X-ray program. Begin¬ 
ning in 1957. more emphasis in this long¬ 
standing program was placed on radiation 
protection. The continuous effort to up¬ 
grade X-ray picture quality through im¬ 
proved technique resulted in reducing un¬ 
necessary exposure—in participating public 
agency, private physician, and hospital in¬ 
stallations. X-ray installation and opera¬ 
tions inspections and consultation were 
performed by an engineer who is now a senior 
member of the section radiation control staff. 

Environmental surveillance. The Depart¬ 
ment has participated continuously since 
1956 in the U.S. Public Health Service Radia¬ 
tion Surveillance Network for air and pre¬ 
cipitation sampling and coordinated local 
health department’s participation. All of 
the technical staff of the section have par¬ 
ticipated in this program. Arrangements 
were made for regular collection of milk by 
local health departments in the inllksheds 


for Seattle since 1960 and Spokane since 1958 
for the National Pasteurized Milk Network. 

A raw milk network was established in 1962 
to provide for early detection in producing 
areas of elevated levels of radioactivity from 
fallout. It continues to operate on a flexible 
schedule to meet the need. 

A substantial program of monitoring of 
surface and ground water, shellfish, and 
water biota was initiated in 1961. Equip¬ 
ment resources and part of other costs were 
largely supported through a contract with 
the UJS. Public Health Service. The total 
State network program Includes (as of July 
1. 1966), 61 active stations of which 39 are 
for surface water, 10 for shellfish, 9 for raw 
milk. 2 for air precipitation, and 1 for salt 
water and sediment. Ground water is 
sampled at random locations. Sample col¬ 
lection is largely dependent upon coopera¬ 
tors from local health and water departments 
and the State Pollution Control Commission. 
Exclusive of air and precipitation, a total 
of 1,167 samples were collected and analyzed 
during the 24 months ending June 30. 1966. 
Four annual reports have been prepared 
covering this work. Since 1958 the environ¬ 
mental surveillance program has been un¬ 
der the supervision of the staff member now 
serving as assistant section head and techni¬ 
cal director and is operated by a Sanitary 
Engineer II. 

X-ray survey. In 1958, a study was con¬ 
ducted in 352 dental offices using film badges 
for operator personnel and site exposure de¬ 
terminations. After a period of 1 month, the 
badges were collected, developed and evalu¬ 
ated. Thirty-eight offices with the highest 
personnel film badge readings were revisited 
for the purpose of recommending measures 
to reduce exposure levels. Filters and/or 
collimators were added as needed and protec¬ 
tive measures for operators were recom¬ 
mended. All others surveyed were notified 
of the results by letter. This survey was 
conducted through joint arrangement with 
the Washington State Dental Association and 
the U.S. Public Health Service. 

In 1962, Sur-Pak kits were sent to all den¬ 
tists in Washington listed with the Depart¬ 
ment of Professional Licenses. A total of 
1.344 Sur-Paks were returned and evaluated. 
The dentists were notified of the evaluation 
of their equipment. Where indicated, the 
filter and collimator, as required, were mailed 
to the dentist with instructions for install¬ 
ing them on his particular machine. Those 
requiring more difficult procedures were 
revisited by survey teams who made the 
modifications for the dentist. 

In 1962, physical surveys were started on 
dental X-ray machines using U.S. Public 
Health Service X-ray protection survey pro¬ 
cedures. A written report was left with the 
dentist and. when indicated, recommenda¬ 
tions for compliance with the standards of 
the American Academy of Oral Roentgenol¬ 
ogy were included. Filters and collimators, 
as required, were installed. 

In 1963, radiation protection demonstra¬ 
tion surveys were started on other diagnostic 
X-ray installations in the healing arts. In 
1966. medical X-ray therapy equipment sur¬ 
veys were started. The demonstration sur¬ 
veys are conducted in the manner of com¬ 
bined inspections and consultations, but 
without the basis of formal regulations. 

Surveys were based on N.C.R.P. recom¬ 
mended physical standards, as published in 
National Bureau of Standards Handbook No. 
76. A written report with recommendations 
was left with the user after each survey. 
Where filters were needed, they were fur¬ 
nished and installed by the survey team. 

The following table indicates the number 
of surveys in each category that have been 
completed and an estimate of the degree of 
compliance, including corrections made as 
a result of the survey. Approximately 50 


percent of all dental X-ray machines. 90 
percent of the diagnostic equipment used by 
physicians, and 10 percent of the X-ray 
therapy equipment have been physically sur¬ 
veyed. Of all the remaining categories, 
about 95 percent have had an initial survey 
visit. 

X-Ray Surveys to July l, i960 


Category 


Physicians (M.D.)_ 

Osteopaths_ 

Chiropractors.. 

Chiropodists.... 

Veterinary_ 

Hospitals-- 

Industrial_—_ 

Dentists.... 

Naturopaths- 

Schools_ 

Health Departments... 

N ursing 11 omes___ 

State Institutions- 

Others. 

Totals-- 


Number 
of facili¬ 
ties sur¬ 
veyed 

Number 
of X-ray 
units 
surveyed 

Esti¬ 
mated 
percent 
in com¬ 
pliance 
after 
survey 

799 

1,064 

70 

68 

81 

70 

147 

130 

95 

33 

33 

95 

173 

183 

85 

104 

441 

90 

10 

33 

100 

837 

1,063 

95 

9 

10 

70 

8 

12 

100 

33 

36 

95 

2 

2 

100 

12 

31 

90 

13 

16 

90 

2,260 

3,163 

— 


Registration. Registration of all sources 
of ionizing radiation, with the exception of 
certain minor exempt sources, in accordance 
with Department regulations was started 
late in 1964. The initial registration phase 
has been completed. A simple return post 
card registration form was used to enhance 
a more rapid and complete response. Depart¬ 
ment of Licenses professional listings. Atomic 
Energy Commission licensee records, and 
professional and industrial society rosters 
were utilized to develop a mailing list. An 
informational program, directed through 
public and organizational channels, called 
attention to the registration requirement. 
Based upon registration data to July 1, 1966. 
the following table summarizes the radia¬ 
tion use picture In the State excluding uses 
under AEC licenses. 


Category of user 
(Federal agencies 
not included) 

Number 

of 

X-ray 

units 

Number 
of lo¬ 
cations 
with 
radium 

Miscel¬ 

laneous 

(other 

sources) 

Human uses: 

Physicians (M.DJ... 

1,197 

31 

3 

Othcr licensed l*rac- 

tit lAltatit 

396 

1 


IIUOIIPIS.... .. . 

Industrial medicine.. 

20 


— 

Health programs- 

Hospitals*.. 

88 

667 

.18 

_— 

Dentists-- 

1,652 



Industrial** (Nou- 
medieal).. 

48 

8 

4 

Universities, Col¬ 
leges and Schools... 
Veterinary—-.— 

76 

3 

36 

245 

——- 

—*******! 

Totals-- 

4,389 

01 

43 


incJudw UnrtwWrrt 


laueous. 


Radioactive materials. With the excep- 
lon of radium, essentially all radioactive 
laterial of significant quantity is under the 
urlsdlction of the Atomic Energy Commis- 
lon. The Department section staff, stari¬ 
ng in 1956. has regularly accompanied the 

lEC on licensee inspections. In the J.a" 
ear period ending July 1. 1966. present staff 
aembers participated in 79 percent o 
lEC inspections in the State. As of Ju J • 
966, there were approximately 190 


Federal installations. 
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Organization and Responsibility 

The State government organization for the 
purpose of development, utilization, and 
regulation of sources of ionizing radiation 
Is illustrated in Chart 1. 

The Advisory Council on Nuclear Energy 
and Radiation is appointed by the governor 
and advises and reports to him. It consists 
of seven appointed members providing rep¬ 
resentation from Industry, labor, the heal¬ 
ing arts, research, and education. In addi¬ 
tion. the directors of the Departments of 
Health, Labor and Industries, Agriculture, 
and Commerce and Economic Development 
are ex-officio members. Its present member¬ 
ship is shown in the appendix. The Council’s 
duties include: 

1. Review and evaluation of State policies 
and programs. 

2. Advice to the governor on matters per¬ 
taining to the development, utilization, and 
regulation of sources of ionizing radiation. 

The Department of Health will regulate 
the use of all sources of ionizing radiation 
except those which it may exempt or are 
under the Jurisdiction of the Federal Gov¬ 
ernment. This function rests in the Air 
Quality and Radiation Control Section. 

The Technical Advisory Board on Radia¬ 
tion Control is appointed by the Director 
of Health with the approval of the governor. 
It consists of nine appointed members in¬ 
cluding representatives of the healing arts, 
research, industrial, and other recognized 
users of ionizing radiation, or experts in the 
field of physiological effects of ionizing radia¬ 
tion. The Director of Health is ex-officio 
chairman. The head of the Air Quality and 
Radiation Control Section is radiation con¬ 
trol officer and ex-officio secretary of the 
Board without vote. Its present member¬ 
ship is shown in the appendix. The Board’s 
duties are to: 

1. Furnish technical advice to the Depart¬ 
ment. 

2. Advise with reference to matters of 
policy afTectlng administration of the Act. 

3. Approve rules and regulations prior to 
adoption by the Department. In practice 
the Board participates in the development of 
proposed rules and regulations and in the 
public hearing. 

The Department of Commerce and Eco¬ 
nomic Development is responsible for the 
promotion and development of nuclear en¬ 
ergy through its office of Nuclear Energy 
Development. Its functions, powers, and 
duties are to: 

1. Advise the governor and the legislature 
regarding nuclear progress and State policy 
for research, development, and education. 

2. Sponsor, support, or conduct appro¬ 
priate studies and Issue reports on nuclear 
progress. 

3. Develop Information on sites for nuclear 
Industry and acquire land and facilities for 
nuclear development use. 

Department and Staff Organization 


The Air Quality and Radiation Control 
Section is one of three sections In the Divi¬ 
sion of Environmental Health—the other 
sections being Sanitary Engineering and En¬ 
vironmental Sanitation. The Division of 
Environmental Health Is one of eight in the 
epartment —the others being Health Serv¬ 
ices. Health Facilities. Nursing, Epidemiology, 
Laboratories, Local Health Services, and Staff 
services. 


servlces are provided by assistant 
tne Attorney General assigned to the Of 
the Director. Statistical services ar< 
provided by the Division of Staff Services. 

The current organization and functions o 
ine section are illustrated in the attachet 
ovp^,‘ 2A and 2B Section Head ha 

tin* 1 admlnI «trative responsibility for Sec 
programs. The Assistant Section Heac 


is responsible routinely for the performance 
of the Air Quality Control Services and the 
Air-Rad Laboratory Services, and acts fully 
In the absence of the Section Head. He 
also provides technical assistance to the 
Radiation Control Services in instrumenta¬ 
tion. special problems and emergencies. 

The Radiation Control Services programs 
are supervised by the Radiation Control Spe¬ 
cialist III who reports directly to the Section 
Head. He will specifically have responsi¬ 
bility for directing the licensing, inspection, 
and registration activities. 

The Licensing and Compliance Unit will 
be staffed with a Nuclear Energy Licensing 
Supervisor and a Radiation Control Special¬ 
ist II. The licensing supervisor position is 
vacant as of October 1, 1966, but it is ex¬ 
pected to be filled before the effective date of 
the agreement. The Radiation Control Spe¬ 
cialist III will initiate the organizational ac¬ 
tivity for this function and, if necessary, can 
carry the operating responsibility until the 
vacancy is filled. This unit will provide the 
routine review of applications for licenses, 
amendments, and renewals. Findings will 
be reported to the Radiation Control Special¬ 
ist III who will recommend action to the Sec¬ 
tion Head as to issuance, modification, or 
denial. The Section Head will make the 
final determination with the cognizance of or 
in consultation with the Division Chief and 
the Director of Health. 

The Licensing and Compliance Unit will 
also maintain the necessary records by which 
appropriate reviews can be made to deter¬ 
mine compatabllity with programs of the 
AEC and other agreement States. It will re¬ 
view inspection reports in order to maintain 
knowledge on the status of licensee opera¬ 
tions and provide information to the Radia¬ 
tion Control Specialist in in determining 
required corrective measures. 

The Inspection and Registration unit is 
staffed with a Radiation Control Specialist 
II and a Radiation Control Specialist I. It 
will carry out the inspection functions for 
both, licensed and registered radiation 
sources. Inspectors will handle minor items 
of noncompliance and review all findings in¬ 
cluding items of noncompliance with man¬ 
agement at the time of inspection as outlined 
under Regulatory Procedures and Policy. It 
will prepare written reports of all inspections. 
This unit will also have responsibility for 
maintaining the registration records with 
statistical assistance from Staff Services. 

The current staff and experience records 
are shown under STAFF. 

Regulatory Procedures and Policy 


A Review Committee on Medical Use of 
Radiation has been appointed by the Director 
of Health. All applications for nonroutine 
medical uses of radiation will be referred to 
the Review Committee for advice and con¬ 
sultation. Appropriate research protocol will 
be required as part of an application. The 
Review Committee is composed of persons 
having training and experience in nonroutine 
medical uses of radiation. It will at all times 
contain an appropriate representation of dis¬ 
ciplines Including, but not limited to. radi¬ 
ology. internal medicine, and pathology. 
The Department will maintain knowledge of 
current developments, techniques, and pro¬ 
cedures for medical uses applicable to the 
licensing program through continuing con¬ 
tact and information exchange with the 
Atomic Energy Commission and other agree¬ 
ment States. 

Specific licenses and amendments, or re¬ 
newals thereto, will be issued for a period 
of time appropriate to the conditions of use 
and will be issued over the signature or in 
the name of the Director of Health. 

Typical processing of applications for 
specific licenses or amendments is shown in 
Chart 3. 

The registration program will be a con¬ 
tinuation of the current activity except that 
It will be applicable only to sources of ioniz¬ 
ing radiation other than radioactive material 
covered by licensing or sources which are 
exempt by regulation. 

inspection 


Inspections for the purpose of evaluating 
radiation safety and determining compliance 
with appropiratc regulations, and provisions 
of licenses will be conducted as needed. 

Inspection frequency will be based upon 
the extent of the hazard-potential and ex¬ 
perience with the particular facility. It is 
expected that all specific licensees will be 
Inspected at least once each 2-year period. 
The following frequency is anticipated: 


Use of 

classification 
Industrial radiog¬ 
raphy: 

Fixed lnstallations. 

Mobile operations_ 

Operations Involving 
waste disposal. 
Board licenses — in¬ 
dustrial. medical, 
or academic. 

Other specific 
licenses — Indus¬ 
trial. medical, or 
academic. 


Usual inspection 
frequency 


Once each 12 months. 
Once each 6 months. 
Once each 6 months. 

Once each 6-12 
months. 

Once each 12-24 
months. 


LICENSING AND REGISTRATION 

Licensing procedures and criteria will be 
consistent with those of the Atomic Energy 
Commission as provided in Part III of the 
State Radiation Control Regulations. 

General licenses are effective by regulation 
without the filing of applications with the 
Department or the issuance of licensing doc¬ 
uments. General licenses are issued for spec¬ 
ified materials under specified conditions 
when it is determined that the Issuance of 
specific licenses is not necessary to protect 
the public and occupational health and 
safety. Specific licenses or amendments 
thereto are issued upon review and approval 
of an application. A specific licensing docu¬ 
ment will be Issued to named persons and 
will incorporate appropriate conditions and 
expiration date. 

The Department, when It determines such 
to be appropriate, will request the advice of 
the Technical Advisory Board on Radiation 
Control, or appropriate members thereof, 
with respect to any matter pertaining to a 
license application, or to criteria for review¬ 
ing application. 


Inspections will be made by prearrange¬ 
ment with the licensee or may be unan¬ 
nounced at reasonable times, as the Depart¬ 
ment. in its Judgment, determines to be most 
constructive. Consultation visits will be 
made frequently In the early years of the 
licensing and compliance program in order to 
establish understanding and cooperation. 

Inspections will include the observation of 
pertinent facilities and equipment; a review 
of use procedures and radiation safety 
practices; a review of records of radiation 
surveys, personnel exposure, and receipt and 
disposition of licensed materials; and, in¬ 
strument surveys to assess radiation levels 
Incident to the operation—all as appropriate 
to the scope and conditions of the license and 
applicable regulations. 

At the start and conclusion of an inspec¬ 
tion. personal contact will be at manage¬ 
ment level whenever possible. Following 
the inspections, results will be discussed with 
the licensee management, appropriate tenta¬ 
tive recommendations will be made and 
questions answered. 

Investigations will be made of all reported 
or alleged incidents to determine the con- 
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ditions and exposures incident thereto and 
to determine the steps taken for correction, 
cleanup, and the prevention of similar 
incidents in the future. 

Radiological assistance in the form of 
monitoring, liaison with appropriate authori¬ 
ties, and recommendations for area security 
and cleanup will be available from the 
Department. 

Reports will be prepared covering each 
Inspection or investigation. The reports will 
be reviewed by a senior staff member and 
submitted to the section head for approval. 

COMPLIANCE AND ENFORCEMENT 

The status of compliance with regulations, 
registration, or license conditions will be 
determined through Inspections and evalua¬ 
tions of inspection reports. 

Where there are items of noncompliance, 
the licensee shall be so informed at the time 
of Inspection. When the items are minor 
and the licensee agrees at the time of inspec¬ 
tion to correct them, written notice at the 
completion of the inspection will list the 
items of noncompliance, confirm corrections 
made at the time, and inform the person 
that a review of other corrective action will 
be made at the next inspection. 

Where items of noncompliance of a more 
serious nature occur, the licensee will be 
informed by letter of the items of noncom¬ 
pliance and required to reply within a stated 
time as to the corrective action taken and 
the date completed. Assurance of correc¬ 
tive action will be determined by a followup 
inspection or at the time of the next reg¬ 
ular inspection. 

The terms and conditions of a license upon 
request by the licensee may be amended, 
consistent with Act or regulations, to meet 
changing conditions in operations or to rem¬ 
edy technicalities of noncompllance of a 
minor nature. The Department may amend, 
suspend, or revoke a license in the event of 
continuing refusal of the licensee to comply 
with terms and conditions of the license, the 
Act, or regulations or failure to take ade¬ 
quate action concerning items of noncom¬ 
pliance. Prior to such action, the Depart¬ 
ment shall notify the licensee of its intent 
to amend, suspend, or revoke the license and 
provide the opportunity for a hearing. 

The department will use its best efforts to 
attain compliance through cooperation and 
education. Only in instances of repeated 
noncompliance, willful violation, or where 
serious potential hazards exist, will the full 
legal procedures normally be employed. 

Whenever the Department finds that an 
emergency exists requiring immediate ac¬ 
tion to protect the public health, safety, or 
general welfare, it may, in accordance with 
the Administrative Procedures Act. without 
notice of hearing, issue a regulation or order 
reciting the existence of such emergency and 
require that such action be taken as is neces¬ 
sary to meet the emergency. The Depart¬ 
ment, in the event of an emergency, is em¬ 
powered to Impound or order the impound¬ 
ing of sources of ionizing radiation upon 
finding that the possessor is unable to ob¬ 
serve or is not observing the provisions of 
the Act or regulations issued thereunder. 

A court order directing a person to com¬ 
ply, or enjoining practices in violation of the 
Act or regulations, may be sought by the 
attorney general in the appropriate court 
upon request of the Department after notice 
to such person and ample opportunity to 
comply. 

EFFECTIVE DATE OF LICENSE TRANSFER 

Any person who. on the effective date of 
the agreement with the Atomic Energy 
Commission, possesses a license issued by the 
Federal Government shall be deemed to 
possess a like license issued under this chap¬ 


ter which shall expire either 90 days after the 
receipt from the Department of a notice of 
expiration of such license or. on the date of 
expiration specified in the Federal license, 
whichever is earlier. 

ADMINISTRATIVE PROCEDURES AND JUDICIAL 
REVIEW 

The basic standards of procedure for ad¬ 
ministrative agencies in the State of Wash¬ 
ington are set by the Administrative Proce¬ 
dures Act, Chapter 34.04 RCW. Briefly 
stated, this act provides for: 

1. Due notice to interested persons and 
opportunity to present data or view’s either 
orally or in writing prior to the adoption, 
amendment, or repeal of any rule. 

2. Adoption or amendment of rules in 
emergency situations without observance of 
the normal requirements of notice and hear¬ 
ing, upon a finding by the Department that 
Immediate action is necessary for the pres¬ 
ervation of the public health, safety, or gen¬ 
eral welfare. 

3. Petition to the Department requesting 
the promulgation, amendment, or repeal of 
any rule. 

4. Declaratory Judgment on the validity 
of any rule upon petition to the Superior 
Court of Thurston County, or declaratory 
ruling by the Department upon petition of 
any interested person with respect to the 
applicability of any rule or statute enforce¬ 
able by the Department. 

5. Right to hearing after reasonable 
notice in a case In which legal rights, duties, 
or privileges of specific parties are required 
by law or constitutional right to be deter¬ 
mined. 

6. Judicial review in the appropriate su¬ 
perior court by any person aggrieved by a 
final decision of the Department, and appeal 
to the state supreme court for review of 
and final Judgment of the superior court. 

COMPATIBILITY AND RECIPROCITY 

In promulgating rules and regulations, the 
Department has, insofar as practicable, 
avoided requiring dual licensing and has 
provided for such recognition of other state 
and federal licenses. 

Radiological Emergency Capability 

Currently, the Department is equipped 
with suitable instrumentation for monitor¬ 
ing in the event of an Incident, or presumed 
incident, involving spread of contamination, 
undue exposure, or loss of a radiation source. 
Such situations have occurred and the staff 
has provided assistance. By mutual agree¬ 
ment with the Seattle-King County Health 
Department and Seattle Police Department, 
the Department staff is on call to provide as¬ 
sistance in that Jurisdiction. Qualified per¬ 
sons from the University of Washington and 
a major industry are likewise on call. Con¬ 
tact communications for that area are es¬ 
tablished. This basic type of plan with 
refinements is anticipated throughout the 
State under Department coordination. In 
the meantime, the staff will respond in the 
event of any Incident in the State requiring 
radiological assistance. 

Liaison is maintained with the Richland 
Operations office of the AEC and reciprocal 
assistance Is available. Emergency instru¬ 
mentation from Richland Operations is main¬ 
tained In the Department office for its use 
and is regularly taken to Richland Opera¬ 
tions for maintenance. 

Emergency communications and transpor¬ 
tation are available through State and local 
authorities including police and Civil De¬ 
fense. By mutual understanding with the 
Department of Civil Defense, reciprocal as¬ 
sistance and information is available. The 
Department Is prepared to provide or assist 
in public information. 
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The Department has authority, in emer¬ 
gency situations, to issue necessary orders 
and to impound or order the impounding of 
radiation sources. 

STAFF 

Emil C. Jensen 

CHIEF. DIVISION OF ENVIRONMENTAL HEALTH 

Education and Training: 

B.S. Civil Engineering. University of Wash¬ 
ington, 1936. 

M S. Engineering. Harvard. 1938. 

U.S.P.H.S. Basic Radiologic Health. 1953 
Experience and Related Activities: 

Washington State Department of Health: 
District Engineer, 1941-44. 

Head. Sanitary Engineering Section 
1945. 

Chief, Division of Environmental Health, 
1946 to date. 

Washington State representative on the 
Columbia River Advisory Group since its 
inception in 1949. This group was 
formed to advise the Hanford Operations 
Office on matters relating to the disposi¬ 
tion of radioactivity from the production 
plants at Hanford. 

Participated with AEC in inspections of 
authorized uses of radioactive materials 
in early and mid-1950’s. 

Other: 

President, Water Pollution Control Fed¬ 
eration. 1957. 

Chairman, Conference of State Sanitary 
Engineers. 1962. 

Diplomate, American Academy of En¬ 
vironmental Engineers. 

Licensed Professional Engineer. Wash¬ 
ington. 

Robert L. Stockman 

head, air quality and radiation control 

SECTION; SECRETARY, TECHNICAL ADVISORY 

BOARD ON RADIATION CONTROL; EXECUTIVE 

SECRETARY, STATE AIR POLLUTION CONTROL 

BOARD 

Education and Training: 

B.S. Civil Engineering, Sanitary option. 
Oregon State University, 1941. 

U.SPJH.S. Training Courses: 

Radiological Health Training for W'ater 
Works Operators, 1952, Reed College 
Occupational Radiation Protection, 1956. 

University of Washington. 

Basic Radiological Health, 1957. Taft 
Center. 

Radiation Surveillance, 1959, Nevada 
Test Site. 

Radionuclide Protection, 1959, Taft Cen¬ 
ter. 

X-Ray Protection, 1959. Taft Center. 
Numerous air pollution courses. 

AEC Orientation Course in Practices and 
Procedures of Licensing and Regulation. 
1964-65 (in two parts), Bethesda. 
Experience and Related Activity: 

Washington State Department of Health 
Public Health Engineer, 1941-42 ilO 
months). 

District Engineer. 1946-48, 1950-56. 

Head, air pollution and radiation control 
program development, including direc¬ 
tion of statewide air pollution study. 
1956—58. 

Head, Air Quality and Radiation Control 
Section, 1958 to date. 

Final responsibility for developing, or¬ 
ganizing, and administering the sec¬ 
tion air pollution and radiation con¬ 
trol programs — including technical 
and regulatory programs, budget, and 
personnel. 

Represent the Department in liaison 
with the legislature, Office of Nuclear 
Energy Development, federal, state 
and local agencies, and professional, 
trade and business organizations. 
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Robert L. Stockman —Continued 

Experience and Related Activity—Continued 

Serve for the Director, in his absence, 
on the Advisory Council on Nuclear 
Energy and Radiation. 

Serve for the Division Chief, in his ab¬ 
sence, on the Columbia River Advisory 
Group and serve on its technical com¬ 
mittee. 

Member Working Committee on Colum¬ 
bia River Studies which works with 
Richland Operations Office of AEC to 
coordinate all studies and data per¬ 
taining to radioactivity in the Colum¬ 
bia River environs. 

Participated with AEC in Inspections of 
licensee users of radioactive materials 
starting in 1957. 

Other: 

Commissioned Officer, U.S. Navy (R) 
Civil Engineer Corps— 

Company Commander Seabee Battal¬ 
ion and Seabee Operations. 

Officer Cine Pac; to Lt.s.g., 1913-45. 

Employed by Consulting Engineer in 
municipal utilities. 1949. 

Diplomate. American Academy of En¬ 
vironmental Engineers. 

Licensed Professional Engineer, Wash¬ 
ington. 

Currently. President-elect, Air Pollution 
Control Association. 

Peter W. Hildebrandt 

ASSISTANT HEAD AND TECHNICAL DIRECTOR. AIR 

QUALITY AND RADIATION CONTROL SECTION 

Education and Training: 

BS. Civil Engineering, University of Wash¬ 
ington, 1954. 

M S. Civil Engineering, University of Wash¬ 
ington, 1964, with major work in air 
pollution and radiation. 

Graduate program included Radiation 
Biology, 3 quarters, and Control of 
Radioactive Waste. 1 quarter. 

U.S.P.H.S. Training Courses: 

Basic Radiological Health, 1957, Port¬ 
land. Oreg. 

Sanitary Engineering Aspect of Nuclear 
Energy. 1958. University of California. 

Individual Training in Use and Calibra¬ 
tion of Radiation Counting Equip¬ 
ment for Surveillance Systems 1961, 
S.W. Radiological Health Lab. 

Numerous air pollution courses. 

Experience and Related Activity: 

Washington State Department of Health: 

Public Health Engineer and Sr. Public 
Health Engineer. 1957-62. 

Supervising Sanitary Engineer serving 
as Assistant Head and Technical Direc¬ 
tor, Air Quality and Radiation Control 
Section, 1962 to date. 

Conducted a major part of the 1959 
occupational exposure study in dental 
X-ray. 

Responsible for the performance of tech¬ 
nical programs In air pollution and 
environmental radiation surveillance. 

Designed and supervises the radiation 
surveillance systems, including count¬ 
ing facilities. 

Assists the Section Head In overall 
planning, administration, and liaison 
functions. Acts fully as Section Head 
in his absence and represents him as 
requested. 

Member, Working Committee on Colum¬ 
bia River Studies which works with 
Richland Operations Office of AEC to 
coordinate all studies and data per¬ 
taining to radioactivity In the Colum¬ 
bia River environs. 

Participated with AEC In inspections of 
licensed users of radioactive material, 
1957-60. 


Peter W. Hildebrandt —Continued 

Experience and Related Activity—Continued 

Other: 

Consultant to U.S. Public Health Serv¬ 
ice. Southwest Radiological Health 
Laboratory, in development and per¬ 
formance of altitude and ground-level 
environmental radiation sampling 
techniques (4 months total). 1962-65. 

U.S. Air Force Reserves, 1954-62. 

Active Duty. Pilot and Flight Line Main¬ 
tenance Officer, Armament and Elec¬ 
tronics Training; to Captain, 1954-57. 

U.S. Public Health Service Reserve, 1962 
to date. 

Licensed Professional Engineer, Wash¬ 
ington. 

Arnold J. Moen 

RADIATION CONTROL SPECIALIST III, SUPERVISOR, 
RADIATION CONTROL SERVICES 

Education and Training: 

B.S. Electrical Engineering, University of 

Idaho. 1935. 

One Full Academic year, Radiological 

Health Major in Graduate School of Pub¬ 
lic Health. University of Michigan, 1961- 

62. 

U.S.P.HJS. Training Courses: 

Occupational Radiation Protection, Uni¬ 
versity of Washington. 1956. 

Radiation Protection Aspects of Tu¬ 
berculosis Case Finding, Taft Center, 
1958. 

Environmental Radiation Sampling and 
Analysis. Reed College, 1959. 

Management of Radiation Accidents, Las 
Vegas, 1965. 

AEC Orientation Course in Practices and 

Procedures of Licensing and Regulation, 

Bethesda, 1964. 

Civil Defense Courses: 

Medical Aspects of the Atomic Bomb, 
1950. 

Elements of Civil Defense and Defense 
Mobilization. 1959. 

Radiological Monitoring for Instructors, 
1960. 

Radiological Defense Officers, 1960. 

Medical Self-Help. 1965. 

Experience and Related Activity: 

Washington State Department of Health: 

X-Ray Engineer. Tuberculosis Control 
Section. 1946-60. 

Radiation protection surveys and con¬ 
sultation on technique for all instal¬ 
lations participating in chest X-ray 
program. 

Consultation and plan review service 
for radiation protection in hospital 
and clinic design. 

Radiation Safety Officer for Department 
—Civil Defense responsibility. 

Radiation Control Specialist III, Air 
Quality and Radiation Control Section, 
1960 to date. Performance and super¬ 
vision of radiation protection survey 
programs in healing arts and industry, 
dental X-ray Sur-Pak Program, radia¬ 
tion source registration program, and 
emergency service. Assists Section 
Head in program planning, develop¬ 
ment of regulations and represents 
him as requested In liaison and ad¬ 
ministrative functions. 

Provides instruction for local health per¬ 
sonnel in Civil Defense radiological 
monitoring. Organizes and instructs 
in summer training program for gradu¬ 
ate students in radiological health at 
the University of Washington. Re¬ 
views all plans for radiological facil¬ 
ities in hospital design under Depart¬ 
ment hospital licensing and Hlll- 
Harris programs. Responsible for in¬ 
spection of radiological facilities under 
Medicare certification program. 


Arnold J. Moen —Continued 

Experience and Related Activity—Continued 

Currently, primarily Section participant 
with AEC in inspection of licensed 
users of radioactive materials. 

Other: 

Washington Water Power Consulting and 
Research Division. 1943-44. 

Milwaukee Road high voltage transmis¬ 
sion engineering, 1944-45. 

ARRT Firland Sanatorium. Seattle, fol¬ 
lowing hospitalization, 1946. 

Past president local and State societies 
Northwest Conference of Radiological 
Technologists. Currently Vice-Presi¬ 
dent NWCRT. 

Clifford G. Lewis 

RADIATION CONTROL SPECIALIST H, LICENSING 
AND COMPLIANCE UNIT 

Education and Training: 

B.S. Technology, The University of Man¬ 
chester (England) 1931, 6-year curricu¬ 
lum including Mathematics and Physics 
equivalent for engineering degree and 
chemistry for American General Science 
degree. 

Experience and Related Activities: 

Christie Hospital and Holt Radium Insti¬ 
tute, Manchester. England, 1933-48; 
Radium curator responsible for custody, 
care and manipulation of radium stocks, 
operation of radon plant, supervision 
of appropriate technical terms, and 
maintenance of all records relevant to 
these operations in Britain's largest radi¬ 
ation therapy center. 

M.D. Anderson Hospital and Tumor Insti- 
titute. Houston. Texas, 1948-53: 
Radium curator and X-ray technician. 
Responsible for radium, procurement of 
isotopes, assisted in dosimetric prob¬ 
lems, operated X-ray equipment and 
conducted superficial X-ray therapy. 

Tumor Institute of the Swedish Hospital, 
Seattle. 1953-66: 

Assistant and acting health physicist. 
Responsible for radium. Isotope manipu¬ 
lations, calibration of X-ray machines, 
maintenance of records, dosimetry, 
safety surveys and direction of tech¬ 
nicians. 

As acting health physicist served as 
Radiation Safety Officer for the Radio¬ 
isotope Committee of the Swedish 
Hospital complex operating under 
AEC license. 

Washington State Department of Health 
starting September 1966: AEC Orienta¬ 
tion Course in Practices and Procedures 
of Licensing and Regulation, Bethesda, 
1966. 

Grover E. Nelson 

RADIATION CONTROL SPECIALIST H, INSPECTION 
AND REGISTRATION UNIT 

Education and Training: 

B A. Economics and Business, University 
of Washington, 1941. 

B.S. Chemistry, Seattle University, 1952. 

Creighton School of Medicine, 1953-58. 

Basic Radiological Health Taft Center, 
1961. 

Experience and Related Activity: 

Washington State Department of Health, 
1964 to date: 

Conduct of radiation protection surveys 
in X-ray installations, including in¬ 
dustrial, dental, medical and other 
healing arts. Participates In the radi¬ 
ation source registration program and 
summer instruction and field training 
for University of Washington gradu¬ 
ate program in radiological health. 
Assists in inspection of radiological fa¬ 
cilities for Medicare certification pro¬ 
gram. 
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Grover E. Nelson —Continued 

Experience and Related Activity—Continued 

Participates with AEC in inspection of 

licensed users of radioactive materials. 

Other: 

The Boeing Co., Seattle. Wash.: 

Quality Control Chemist (1 year), 
1952-53. 

Industrial Hygiene Chemist (2 years), 
1958-60. 

Industrial Hygiene Radiation Control 
(2 years), 1962-63. 

Semiannual certification of multi- 
curie cobalt and iridium facilities 
and X-ray Installation for shield¬ 
ing, warning ancl interlock sys¬ 
tems. system controls, posting and 
film badge program. Regular sur¬ 
vey and monitoring of laboratories, 
radiography, waste packaging and 
source fabrication facilities, field 
disposal, semiannual leak test of 
sealed sources. Survey instru¬ 
ment calibration. Inventory and 
monitor Isotope receival. 

Charles E. McJilton 

RADIATION CONTROL SPECIALIST X, INSPECTION 
AND REGISTRATION UNIT 

Education and Training: 

Wisconsin State College. 1948-50, 103 credit 
hours biology, chemistry. 

St. John’s University, Minnesota. 1950-51, 
40 credit hours chemistry, philosophy. 

B.A. Philosophy, Carroll College, Montana, 
1956-58. 

B.S. Physical Science and Mathematics, 
University of Minnesota. 1962. 

M.S. Environmental Health with Radio¬ 
logical Health major. University of Min¬ 
nesota. 1965. 

AEC Summer Fellowship in applied radia¬ 
tion protection. National Reactor Test¬ 
ing Station, Idaho Falls, 1965. 

Experience and Related Activities: 

Secondary Science Teacher, Dixon High 
School, Montana, 1962-64. 

Field representative, University of Idaho 
Extension Service, teaching radiological 
monitoring and radiological defense, 1 
year, 1965-66. 

Washington State Department of Health: 

Radiation Control Specialist I. starting 
October 1966. 

|F.R. Doc. 66-11254; Filed. Oct. 13, 1966; 

8:49 a.m.] 


FEDERAL COMMUNICATIONS 
COMMISSION 

(Docket Nos. 15589.16938J 

D & F BROADCASTING CO. AND 
MAUPIN BROADCASTING CO. 
(WKMK) 

Order Designating Applications for 
Consolidated Hearing on Stated 
Issues 

In re applications of Robert E. Dobel- 
stein & W. F. Fowler, doing business as 
D & F Broadcasting Co., Quincy, Fla., 
Docket No. 15589, File No. BP-16431: Re¬ 
quests: 1000 kc, 1 kw, Day, Class II; Rob¬ 
ert L. Maupin trading as The Maupin 
Broadcasting Co. <WKMK>, Blounts- 
town, Fla., Docket No. 16938, File No. 
BP-16600; Has: 1370 kc, 500 w, Day. 
Class ni; Requests: 1000 kc, 1 kw. Day. 
Class n; For construction permits. 


The Commission, by Chief of the 
Broadcast Bureau under delegated au¬ 
thority, considered the above-captioned 
applications on October 28,1966. 

1. The two applications are mutually 
exclusive In that the 0.025 mv/m con¬ 
tour of each proposal overlaps the 0.5 
mv/m contour of the other. In contra¬ 
vention of § 73.37 of the Commission’s 
rules. 

2. The Commission finds that both ap¬ 
plicants are qualified to construct, own, 
and operate as proposed. However, be¬ 
cause the proposals are mutually exclu¬ 
sive, the Commission is unable to make 
the statutory finding that a grant of the 
subject applications would serve the pub¬ 
lic interest, convenience, and necessity, 
and is of the opinion that the applica¬ 
tions must be designated for hearing in 
a consolidated proceeding on the issues 
set forth below. 

Accordingly, it is ordered. That, pur¬ 
suant to section 309(e) of the Communi¬ 
cations Act of 1934, as amended, the ap¬ 
plications are designated for hearing in 
a consolidated proceeding, at a time and 
place to be specified in a subsequent 
order, upon the following issues: 

1. To determine the areas and popula¬ 
tions which would receive primary* serv¬ 
ice from the proposed operation of D & F 
Broadcasting Co., and the availability of 
other primary service to such areas and 
populations. 

2. To determine the areas and popu¬ 
lations which may be expected to gain 
or lose primary service from the proposed 
operation of Station WKMK, Blounts- 
town, Fla., and the availability of other 
primary service to such areas and popu¬ 
lations. 

3. To determine, in light of section 307 
<b) of the Communications Act of 1934, 
as amended, which of the proposals would 
best provide a fair, efficient, and equi¬ 
table distribution of radio service. 

4. To determine, in the event it is con¬ 
cluded that a choice between the appli¬ 
cations should not be based solely on 
considerations relating to section 307 <b), 
which of the operations proposed in the 
above-captioned applications would best 
serve the public interest. 

5. To determine, in light of the evi¬ 
dence adduced pursuant to the foregoing 
issues which, if either, of the applications 
should be granted. 

It is further ordered. That, in the event 
of a grant of either of the applications 
herein, the construction permit shall 
contain the following condition: Pending 
a final decision in Docket No. 14419 with 
respect to presunrise operation with day¬ 
time facilities, the present provisions of 
§ 73.87 of the Commission’s rules are not 
extended to this authorization, and such 
operation is precluded. 

It is further ordered. That, to avail 
themselves of the opportunity to be 
heard, the applicants herein, pursuant to 
§ 1.221(c) of the Commission’s rules, In 
person or by attorney, shall, within 20 
days of the mailing of this order, file 
with the Commission in triplicate a writ¬ 
ten appearance stating an intention to 
appear on the date fixed for the hearing 


and present evidence on the issues speci¬ 
fied in this order. 

It is further ordered. That the appli¬ 
cants herein shall, pursuant to section 
31Ka) (2) of the Communications Act of 
1934, as amended, and § 1.594 of the 
Commission’s rules, give notice of the 
healing, either individually or, if feasible 
and consistent with the rules, jointly, 
within the time and in the manner pre¬ 
scribed in such rule, and shall advise the 
Commission of the publication of such 
notice as required by § 1.594(g) of the 
rules. 

Released: October 31,1966. 

Federal Communications 
Commission, 

I seal 1 Ben F. Waple. 

Secretary. 

| F.R. Doc. 66-12044; Filed, Nov. 3. 1966; 

8:48 a.m.] 


| Docket Nob. 15589, 16938; FCC 66M-1474( 

D & F BROADCASTING CO. AND 
MAUPIN BROADCASTING CO 
(WKMK) 

Order Scheduling Hearing 

In re applications of Robert E. Dobel- 
stein & W. F. Fowler, doing business as 
D & F Broadcasting Co., Quincy, Fla, 
Docket No. 15589, File No. BP-16431; 
Robert L. Maupin trading as The Maupin 
Broadcasting Co. (WKMK), Blounts- 
tow r n, Fla., Docket No. 16938, File No. 
BP-16600; for construction permits: 

It is ordered , This 31st day of October 
1966, that Millard F. French shall serve 
as Presiding Officer in the above-entitled 
proceeding; that the hearings therein 
shall be convened on December 20, 1966, 
at 10 a.m.; and that a prehearing con¬ 
ference shall be held on November 29, 
1966, commencing at 9 a.m.: And, it is 
further ordered, That all proceedings 
shall be held in the offices of the Com¬ 
mission, Washington, D.C. 

Released: November 1, 1966. 

Federal Communications 
Commission, 

Iseal] Ben F. Waple, 

Secretary. 

|F.R. Doc. 66-12045; Filed. Nov. 3. 1966; 
8:48 a.m.] 


(Docket No. 16921; FCC 66M-1464I 

ULTRAVISION BROADCASTING CO. 

AND COURIER CABLE CO., INC. 

Order Continuing Preheoring 
Conference 

In the matter of the petition of 
Florian R. Burczynski, Stanley J. Jasin- 
ski and Roger K. Lund, doing business 
as Ultravision Broadcasting Co., Buffalo. 
N.Y., to stay construction and prevent 
extension of CATV system operated in 
Buffalo by Courier Cable Co.. Inc.. 
Docket No. 16921: , ^ . lia . 

It is ordered, This 28th day of October 
1966, that the “consent motion » ]** 
schedule prehearing conference, mea 
by counsel for Courier Cable Co., i* 
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is granted, and the prehearing confer- 
ence is rescheduled from October 31. to 
November 18. 1966, at 9 a.m. A new 
hearing date will be set at the conference. 

Released: October 31, 1966. 

Federal Communications 
Commission. 

[seal] Ben F. Waple, 

Secretary. 

(PR Doc. 66-12046: Filed, Nov. 3. 1966: 
8:48 a.m.J 


(Docket No. 16889; FCC 66M-1469] 

HAWAIIAN PARADISE PARK CORP. 
AND FRIENDLY BROADCASTING CO. 

Order Continuing Hearing 

In re application of Hawaiian Paradise 
Park Corp. (assignor) and Friendly 
Broadcasting Co. (assignee); Docket No. 
16889, File Nos. BALCT-293, BALTS- 
185; for Assignment of licenses of Sta¬ 
tions KTRG-TV and KUT-67, Honolulu, 
Hawaii. 

Pursuant to agreement reached at a 
prehearing conference held on October 
28, 1966. in the above-entitled proceed¬ 
ing: It is ordered , This 28th day of Octo¬ 
ber 1966, that the hearing now scheduled 
for November 22. 1966, is continued to 
November 29, 1966. 

Released: October 31, 1966. 

Federal Communications 
Commission, 

[seal! Ben F. Waple. 

Secretary. 

(P.R. Doc. 66-12047; Filed, Nov. 3. 1966: 
8:48 a.m.] 

[Docket Nos. 16700, 16701; FCC 66M-1476] 

KENTUCKY CENTRAL TELEVISION, 
INC., AND WBLG-TV, INC. 

Order Continuing Hearing 

In re applications of Kentucky Central 
Television, Inc., Lexington, Ky., Docket 
No. 16700. File No. BPCT-3569; WBLG- 
TV, Inc., Lexington, Ky.. Docket No. 
16701, File No. BPCT-3642; for construc¬ 
tion permit for new television broadcast 
station. 

Pursuant to agreement of counsel for 
all parties arrived at during an informal 
conference held on this date: It is or¬ 
dered, This 28th day of October 1966, 
that the procedural dates heretofore 
fixed herein are rescheduled as follows: 

Exchange of exhibits is rescheduled for 
November 16 , 1966; 

The hearing now scheduled for Novem¬ 
ber 9 for admission of exhibits and re¬ 
quest for witnesses is rescheduled for 
November 22, 1966: and. 

The hearing presently scheduled for 
November 15 is rescheduled for Novem¬ 
ber 29, 1966. 

Released: November 1, 1966. 

Federal Communications 
Commission, 

[seal] Ben F. Waple, 

Secretary. 

(PR. Doc. 86-12048; Filed. Nov. 3. 1966; 
8:48 a.m.J 


[Docket Nos. 16944. 16945: FCC 66M-1466| 

PRAIRIELAND BROADCASTERS AND 
RICHARD P. LAMOREAUX 

Order Continuing Prehearing 
Conference 

In re applications of Stephen P. Bel¬ 
linger, Joel W. Townsend, Ben H. Town¬ 
send, Morris E. Kemper and James A. 
Mudd. doing business as Prairieland 
Broadcasters. Monmouth, Ill., Docket No. 
16944, File No. BPH-5296; Richard P. 
Lamoreaux. Monmouth, Ill., Docket No. 
16945, File No. BPH-5441; for construc¬ 
tion permits. 

The Hearing Examiner having under 
consideration a letter dated October 27. 
1966, from counsel for Richard P. Lam¬ 
oreaux requesting a change in the date 
scheduled for the prehearing conference 
in the above-entitled matter; 

It appearing, that all the parties have 
indicated their consent to the requested 
extension, and that good cause has been 
shown for a grant thereof: 

It is ordered , Tills 28th day of Octo¬ 
ber 1966, that the prehearing conference 
presently scheduled for November 9, 1966 
at 9 a.m., be. and the same is, continued 
to November 16, 1966, at 10 a.m. 

Released: October 31, 1966. 

Federal Communications 
Commission, 

[seal] Ben F. Waple. 

Secretary. 

[F.R. Doc. 66-12049; Filed. Nov. 3. 1966; 
8:48 a.m.) 


[Docket Nos. 16679. 16680; FCC 66M-1480] 

RKO GENERAL, INC. (KHJ-TV), AND 
FIDELITY TELEVISION, INC. 

Order Continuing Hearing 

In re applications of RKO General, 
Inc. (KHJ-TV), Los Angeles, Calif., 
Docket No. 16679. File No. BRCT-58, for 
renewal of broadcast license; Fidelity 
Television. Inc., Norwalk, Calif., Docket 
No. 16680, File No. BPCT-3655, for con¬ 
struction permit for new television 
broadcast station (Channel 9). 

Although formally scheduled for hear¬ 
ing in mid-November, under prehearing 
agreement, date for hearing as well as 
date for taking other procedural steps 
has at all times been contingent on action 
by the Review Board on various plead¬ 
ings filed with the Board. By memoran¬ 
dum opinion and order, released October 
28, 1966, the Board acted on the last of 
these pleadings (FCC 66R-430). The 
time remaining before the scheduled 
healing date is insufficient to effect the 
procedural steps yet to be taken. 

Accordingly , it is ordered, This 31st 
day of October 1966, on the Examiner’s 
own motion, that healing in this pro¬ 
ceeding now scheduled for November 14, 


1966, is continued to a date to be deter¬ 
mined later. 1 

Released: November 1,1966. 

Federal Communications 
Commission. 

[seal] Ben F. Waple, 

Secretary. 

| F.R. Doc. 66-12050: Filed. Nov. 3. 1966; 
8:48 a.m.| 


FEDERAL POWER COMMISSION 

[Docket Nos. RI67-I18 etc.] 

MARATHON OIL CO. ET AL. 

Order Providing for Hearings on and 

Suspension of Proposed Changes 

in Rates ,tt 

October 27,1966. 

Marathon Oil Co., et al. and other 
Respondents listed herein; Docket Nos. 
RI67-118, et al. 

The Respondents named herein have 
filed proposed increased rates and 
charges of currently effective rate sched¬ 
ules for sales of natural gas under Com¬ 
mission jurisdiction, as set forth in Ap¬ 
pendix A below. 

The proposed changed rates and 
charges may be unjust, unreasonable, 
unduly discriminatory, or preferential, 
or otherwise unlawful. 

The Commission finds: It is In the pub¬ 
lic interest and consistent with the Na¬ 
tural Gas Act that the Commission enter 
upon hearings regarding the lawfulness 
of the proposed changes, and that the 
supplements herein be suspended and 
their use be deferred as ordered below. 

The Commission orders: 

(A) Under the Natural Gas Act, par¬ 
ticularly sections 4 and 15. the regula¬ 
tions pertaining thereto (18 CFR Ch. I), 
and the Commission’s rules of practice 
and procedure, public hearings shall be 
held concerning the lawfulness of the 
proposed changes. 

(B) Pending hearings and decisions 
thereon, the rate supplements herein 
are suspended and their use deferred 
until date shown in the “Date Suspended 
Until” column, and thereafter until made 
effective as prescribed by the Natural 
Gas Act. 

(C) Until otherwise ordered by the 
Commission, neither the suspended sup¬ 
plements, nor the rate schedules sought 
to be altered, shall be changed until dis¬ 
position of these proceedings or expira¬ 
tion of the suspension period. 

(D) Notices of intervention or petitions 
to Intervene may be filed with the Fed¬ 
eral Power Commission, Washington, 
D.C. 20426, in accordance with the rules 
of practice and procedure (18 CFR 1.8 
and 1.37(f)) on or before December 15, 
1966. 

By the Commission. 

[seal] Joseph H. Gutride, 

Secretary. 

1 The Examiner would appreciate the par¬ 
ties furnlBhing him with a suggested sched¬ 
ule of dates governing future procedural 
steps and hearing. 

u Does not consolidate for hearing or dis¬ 
pose of the several matters herein. 
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Appendix A 


Docket 

No. 

Respondent 

Rate 

Sup- 

Purchaser and producing area 

Amount 

Date 

Effective 

data 

Date sus¬ 

Cents per Met 

Rate In 
effect 
subjeet te 
refund in 
dockn 
Nos. 

sched¬ 

ule 

No. 

Pte* 

incut 

No. 

of annual 
Increase 

fifing 

tendered 

unless 

sus¬ 

pended 

pended 

until— 

Rate in 
effect 

Proposed 

Increased 

rate 

KRS7-118.- 

Marathon Oil Co., 
et a!., 839 South 
Maine St., Findlay, 
Ohio 45840. Attn: 
Jack Fariss, Es¬ 
quire. 

73 

o 

Transcontinental Gas Pipe 
Line Corp. (Cooke Field, 

La Salle county, Tex) 

(R.R. District No. 1). 

$135 

10- 7-66 

4 11- 7-66 

4- 7-67 

13.68225 

• 4 1 4.69575 


R167 119.. 

Northern Pump Co., 
Post Office Box 

7277, Caindon Sta¬ 
tion, Minneapolis, 
Minn. 55412. 

28 

11 

Panhandle Eastern Pipe. Line 
Co. (Light Field, Seward 
County, Kans.). 

83 

10-10 66 

» 11-10 66 

4-10-07 

• 13.176008 

14 •14.009300 

RI62-317. 

R107 120... 

J. M. Huber Corp, 
(Operator), et al., 
2401 East Second 

A vc., Donvcr, Colo. 
80200. 

9 

11 

Panhandle Rustem rim* Line 
Co. (Light Field, Seward 
Comity, Kans., ami Beaver 
County, Okla.) (Panhandle 
Area). 

0,968 

10 -10 66 

4 11-10-06 

4-10-67 

• 13.176068 

» 4 « 14. 0(59360 

RI62167. 

RI67-121... 

Murat lion Oil Co., 

539 South Main St., 
Findlay, Ohio 

45840. 

28 

12 

Texas Eastern Transmission 
Corp. (Andrews Unit, 
Ixigaiisport Field, De Soto 
Parish, La.) (Northern 
Louisiana). 

23 

10- 3-60 

* 11- 3-60 

4- 3 67 

• 17.2306 

1 7 4 17.4417 

RI66-140. 



20 

13 

Texas Eastern Transmission 
Corp. (Charlie No. i Unit, 
Logausixirl Field, De Soto 
Parish, La.) (Northern 
Louisiana). 

72 

10- 3-06 

4 11- 3-66 

4- 3-07 

• 17.23C6 

• 7 • 17.4417 

HIM 140 

R100-122... 

. -do.. 

00 

12 

Texas Eastern Transmission 
Corp. (Greenwood-Waskom 
Field, Caddo Parish. La.) 
(Northern Louisiana). 

82 

10- 3- 06 

>11- 3-G6 

4- 3-67 

•17.2306 

• 7 • 17. 4417 

R166-140. 

Ashland Oil A Refin¬ 
ing Co. (Operator), 
et al., Post Office 

Box 18095, Okla¬ 
homa City, Okla. 
73118. 

74 

I 

Natural Gas Pipeline Co. of 
America (West Chester 
Field, Woodward County, 
Okla.) (Panhandle Area). 

3,175 

10- 0-66 

Ul-15-06 

4-15-67 

•17.0 

» 4 • 19. 5 


R167-123.. 

Bill Ferguson d/b.a. 
Ferguson Oil Co., 
1505 Wichita Plaza 
Bldg.. Wichita, 
Kans. 67202. 

2 

4 

Northern Natural Gns Co. 
(Bare. Unit No. 1, Clark 
County, Kiwi.). 

6.604 

10- 7-60 

*11- 7-66 

4- 7-67 

•16.0 

• 4 • 17.0 

<••) 

RIC-124.. 

Ashland Oil A Refin¬ 
ing Co., Post Office 
Box 18695, Okla¬ 
homa City. Okla. 
73118. 

139 

6 

El Taso Natural Gas Co. 
(Clear Lake Field. Beaver 
County, Okla.) (Panhandle 
Area). 

740 

10-10-06 

*11-10-06 

4 -10 67 

H UJ7.33 

• '» »19.35 



* The stated effective date Is the effective date requested by Resjxmdent. 

* Periodic rate. Increase. 

* Pressure base is 14.05 p.si.s. 

* The stated effective date is the first day after expiration of the statutory notice. 

* Subject to u downward B.t.u. jirice adjustment for gas having a heating content 
of less limn 1,000 B.t.u. *s. 

* Pressure base is 15.025 p.s.i.a. 

• Includes 1.75 cents tax reimbursement. 


* Subject to a downward B.t.u. adjustment. 

*• Rate iu effect subject to refund in the related certificate proceeding in Docket 
No. C162-1445. 

“ “Fractured” rate increase. Initial contract base rate is 21.0 cents contractually 
due base rate at this time is 23.0cents per Mcf. 

12 Includes 0.35 cent paid by buyer for liquids. 

n Certificated rate in Docket No. Cl60-350 issued by Commission Opinion Nos. 
300 and 300 A. 


Northern Pump Co. and J. M. Huber Corp. 
(Operator), et al., request that their pro¬ 
posed rate increases be permitted to become 
effective on November 9, 1966. Marathon 
Oil Co. requests an effective date of Novem¬ 
ber 1, 1966. for its proposed rate filings, and 
Bill Ferguson doing business as Ferguson 
Oil Co. requests a retroactive effective date 
of July 1, 1966, for his proposed rate Increase. 
Good cause has not been shown for waiving 
the 30-day notice requirement provided in 
section 4(d) of the Natural Gas Act to per¬ 
mit earlier effective dates for the afore¬ 
mentioned producers’ rate filings and such 
requests are denied. 

All of the producers’ proposed increased 
rates and charges exceed the applicable area 
price levels for increased rates as set forth 
in the Commission’s statement of general 
policy No. 61-1, as amended [18 CFR, Ch. I, 
Pt. 2, sec. 2.561. 

[FR. Doc. 66-11967; Filed. Nov. 3, 1966; 

8:45 a.m.] 

[Docket No. E-7210J 

FLORIDA POWER & LIGHT CO. 
Notice Fixing Oral Argument 

October 24, 1966. 

The Commission has before it the Pre¬ 
siding Examiner's decision issued July 12, 
1966; the Briefs on Exceptions filed by 
Florida Power & Light Co. and joined in 


by the Florida Public Service Commission 
and the motion for oral argument filed by 
Florida Power & Light Co. in these pro¬ 
ceedings. 

Take notice that an oral argument in 
the above-captioned proceedings will be 
heard by the Commission en banc com¬ 
mencing at 10 a.m., e.s.t., November 28. 
1966, in a hearing room of the Federal 
Power Commission, 441 G Street NW., 
Washington, D.C. 

All parties desiring to participate in 
such oral argument shall notify the Sec¬ 
retary of the Commission in writing on 
or before November 7. 1966, of the 
amount of time desired for presentation 
of their respective arguments. 

By direction of the Commission. 

Josfph H. Gutride. 

Secretary. 

[FR. Doc. 66-12013; Filed, Nov. 3. 1966; 

8:45 a.m.J 

[Docket No. E-7245] 

ILLINOIS POWER CO. 

Notice of Continuance 

October 28,1966. 

Upon consideration of the Presiding 
Examiner’s referral of continuance of 


heaiing in excess of 30 days filed October 
24, 1966, tills matter is continued to De¬ 
cember 15,1966, or such later date as may 
be fixed by the Presiding Examiner, un¬ 
less this proceeding is otherwise termi¬ 
nated by order of the Commission. 

Gordon M. Grant, 
Acting Secretary. 

[F.R. Doc. 66-12014; Filed, Nov. 3. 19G6; 
8:45 a.m.J 


[Docket Nos. CP66-347 etc.) 

MANUFACTURERS LIGHT AND HEAT 
CO. ET AL. 

Order To Show Cause and Granting 
Motion To Consolidate 

October 28, 1966. 

The Manufacturers Light and Heat 
Co.. Docket No. CP66-347; Texas Eastern 
Transmission Corp., Docket No. CP64-5; 
Tennessee Gas Pipeline Co. (a division of 
Tenneco, Inc.), Docket No. CP67-115; 
Transcontinental Gas Pipeline Corp., 
Docket No. CP67-116. 

Subsequent to the issuance of our no¬ 
tice of the application of The Manufac¬ 
turers Light k Heat Co. (Manufacturers! 
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in Docket No. CP66-347, we issued an or¬ 
der granting the petitions to intervene 
filed by Pennsylvania Gas & Water Co. 
(Penn Gas) and by The United Gas Im¬ 
provement Co. (UGI). In said applica¬ 
tion Manufacturers proposes to construct 
facilities estimated to cost approximately 
$8,735,000 so as to take into its system 
additional volumes of gas, primarily 
from Texas Eastern Transmission Corp. 
(Texas Eastern). and transport and sell 
additional volumes of gas to existing 
customers. Included therein are addi¬ 
tional volumes for Home Gas Co. 
(Home). Texas Eastern, in its motion 
filed August 17. 1966, to amend the cer¬ 
tificate heretofore issued by the Com¬ 
mission in Docket No. CP64-5, now seeks 
authorization to increase its deliveries to 
existing customers including its author¬ 
ized sales to Manufacturers. 

On September 20, 1966, Penn Gas filed 
a motion seeking to consolidate the ap¬ 
plication of Texas Eastern in CP64-5 
with that of Manufacturers in CP66-347. 
Texas Eastern in response argues that 
any consolidation should be limited to its 
specific proposal of additional sales to 
Manufacturers. There can be no ques¬ 
tion that the proposal of Manufacturers 
is interrelated and dependent upon the 
application of Texas Eastern. However, 
we do not think that the other sales 
proposed by Texas Eastern should be¬ 
come involved in the contested Manufac¬ 
turers application. We shall therefore 
sever that portion of Texas Eastern’s 
fifing in Docket No. CP64-5 relating to 
the proposed sale to Manufacturers and 
consolidate it into the formal proceed¬ 
ing ordered in Docket No. CP66-347. 

In its petition to consolidate. Penn Gas 
points out that deliveries by Texas East¬ 
ern to Manufacturers will be in the lat¬ 
ter's Western Market area and will 
thence be transported through the pro¬ 
posed new facilities of Manufacturers to 
Its Eastern Market area. Since Texas 
Eastern Is presently making deliveries to 
Manufacturers in the latter’s Eastern 
Market area and since existing facili¬ 
ties of Tennessee Gas Pipeline Co. (Ten¬ 
nessee) and Transcontinental Gas Pipe¬ 
line Corp. (Transco) traverse Manufac¬ 
turers' Eastern Market area and inter¬ 
sect its line at a point in close proximity 
to Manufacturers delivery point to Home 
additional deliveries there by Texas 
Eastern might eliminate the need for 
the facilities proposed to be constructed 
by Manufacturers in Docket No. CP66- 
347. 

If reasonable alternatives are or may 
be available which would eliminate the 
need for the construction proposed by 
Manufacturers at the same time provide 
the services proposed, it is in the public 
interest to issue an order consolidating 
Herewith, and directing Tennessee and 
iransco to show cause why they should 
hot be required to make the requisite 
Manufacturers and/or Home. 

The Commission orders: 

K J A u The motlon fi led by Penn Gas is 

ereby granted in part, to wit: That por- 

of Texas Eastern's application in 
^cket No. CP64-5, filed August 17, 1966, 

oaling with the proposed increased sales 


to Manufacturers is hereby severed and 
consolidated with the instant proceeding. 

(B) Tennessee Gas Pipeline Co. and 
Transcontinental Gas Pipeline Corp. are 
ordered to show cause, pursuant to sec¬ 
tion 16 of the Natural Gas Act and as 
provided by § 1.6 of the Commission’s 
rules, why either of the above-named 
pipelines should not be required to make 
the sales to Manufacturers and/or Home 
in the amounts proposed by Texas East¬ 
ern and Manufacturers. Hearing on 
said order is consolidated with the 
instant proceeding. 

(C) Texas Eastern is hereby required 
to include as part of its presentation evi¬ 
dence as to its ability, among other 
things, to deliver the proposed volumes 
to Manufacturers in the latter’s Eastern 
Market area. 

(D) Since we have provided for pro¬ 
cedures and a hearing date in our order 
of August 23, 1966, in Docket No. CP66- 
347, further procedures herein are left 
to the discretion of the appointed Hear¬ 
ing Examiner. 

(E> Additional petitions or notices of 
intervention must be filed on or before 
November 14. 1966. 

By the Commission. 

f seal] Gordon M. Grant, 

Acting Secretary. 

[F.R. Doc. 66-12015: Filed, Nov. 3. 1966; 
\ 8:46 a.m.| 


[Project 2609] 

INTERNATIONAL PAPER CO. 

Notice of Application for License 
for Constructed Project 

October 28,1966. 

Public notice is hereby given that ap¬ 
plication for license has been filed under 
the Federal Power Act (16 U.S.C. 791a^- 
825r) by International Paper Co. (cor¬ 
respondence to: Paul B. Carroll, Secre¬ 
tary. International Paper Co., 220 East 
42d Street. New York, N.Y. 10017) for 
constructed Project No. 2609. known as 
the Palmer Falls Project, located on the 
Hudson River in the region west of Glen 
Falls and at the villages of Corinth, Had¬ 
ley, and Palmer in the towns of Corinth 
and Hadley in Saratoga County, and the 
village of Lake Luzerne in the town of 
Luzerne, in Warren County—all in the 
State of New York. 

The existing Palmer Falls Project con¬ 
sists of two developments known as the 
Curtis development and Palmer Falls de¬ 
velopment. The Curtis development 
consists of: (1) A concrete dam about 
25 feet high and 736 feet long in two 
sections: (a) An overflow spillway about 
663 feet long with 46-inch flashboards; 
and (b) a gated section about 73 feet 
long; (2) a reservoir about 5.8 miles 
long with a surface area of about 390 
acres and a maximum drawdown of 3 
feet; (3) an integral-intake powerhouse 
containing five generating units, one 
each rated at 1,250, 950, 900 kw. and 
two each rated at 800 kw, totaling 4.700 
kw; and (4> appurtenant facilities. The 
Palmer Falls development consists of: 
(1) A concrete hollow-arch dam about 


37 feet high and 369 feet long with: (a) 
A spillway 334 feet long w T ith 45-inch 
flashboards; and (b) a central log sluice 
and sluice gates in the remaining 35 
feet; (2) a reservoir about 2.700 feet 
long and with a surface area of about 
27 acres; (3) an upper forebay at reser¬ 
voir level controlled by an intake with 
eight slide gates and a 92-foot spillway 
with flashboards from which water may 
be released to: (a) The lower forebay 
through two waste gates; and <b) the 
penstocks by eight gates; (4) a lower 
forebay which is controlled by: (a) A 
168-foot spillway, with flashboards. and 
(b) a gate structure; (5) four hydro¬ 
electric units with turbines totaling 
5.600 hp. and generators totaling 3.200 
kw served by three steel penstocks, (a) 
10 to 8.5 feet in diameter and 205 feet 
long, (b> 10 feet in diameter and 47 feet 
long and (c) 9.5 feet in diameter and 24 
feet long; (6) 12 hydromechanical units 
totaling 18,600 hp. served by 12 steel 
penstocks varying in diameter from 9 
to 13.5 feet and in length from 24 feet 
to 141 feet (all turbines and generators 
being housed in the papermill build¬ 
ings) ; and (7) appurtenant facilities. 

Protests or petitions to intervene may 
be filed with the Federal Power Com¬ 
mission. Washington. D.C. 20426. in ac¬ 
cordance with the rules of practice and 
procedure of the Commission (18 CFR 
1.8 or 1.10). The last day upon which 
protests or petitions may be filed is De¬ 
cember 19. 1966. The application is on 
file with the Commission for public 
inspection. 

Joseph H. Gutride. 

Secretary. 

[F.R. Doc. 66-12016; Filed. Nov. 3, 1966; 

8:46 a.m.] 


[Docket Nos. CP66-247 etc.] 

MIDWESTERN GAS TRANSMISSION 
CO. AND NORTHERN NATURAL 
GAS CO. 

Order Consolidating Proceedings, 
Permitting Interventions, Prescrib¬ 
ing Certain Procedures, and Fix¬ 
ing Date for Hearing 

October 28. 1966. 

Northern Natural Gas Co. (Northern) 
applied for a certificate of public con¬ 
venience and necessity pursuant to sec¬ 
tion 7 of the Natural Gas Act on Feb¬ 
ruary 15. 1966. in Docket No. CP66-268 
for the sale for resale of up to 25.500 
Mcf/d of natural gas from Midwestern 
Gas Transmission Co. (Midwestern) at 
the two companies existing interconnec¬ 
tion in Chisago County, Minn. Northern 
states that no additional facilities are re¬ 
quired to accept this gas from Midwest¬ 
ern. Northern's contract with Midwest¬ 
ern calls for a sale to be made under 
Mid western's FPC Rate Schedule CD-2 
for a term of 25 years. 

Midwestern filed an application in 
Docket No. CP66-247 on February 1, 
1966, to sell 25,500 Mcf/d of gas to 
Northern and to construct and operate 
two new compressor stations of 1,700 hp. 
each on its northern system. The gas 
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is to be supplied by Trans-Canada Pipe 
Lines Ltd. at the United States-Cana- 
dian border near Emerson, Manitoba. 
The estimated construction cost to Mid¬ 
western is $1,419,000. Midwestern filed 
on February 1, 1966, an application pur¬ 
suant to section 3 of the Natural Gas Act 
in Docket No. CP66-248 for authority to 
import 26,534 Mcf/d of gas from Canada. 
1,034 Mcf/d to be used by Mid western 
for compressor fuel, the remaining 
25.500 Mcf/d to be sold to Northern on 
a firm basis. Notices were issued by the 
Commission in Docket No. CP66-268 on 
February 28. 1966, and in Docket Nos. 
CP66-247 and CP66-248 on February 9, 
1966 (31 F.R. 2814, 3435). 

Petitions to intervene and a notice of 
intervention were filed in Docket No. 
CP66-268 by the Iowa Public Service Co. 
on March 3, 1966, the Public Service 
Commission of Wisconsin on March 8, 
1966, and Minnesota Natural Gas Co. on 
March 3, 1966. Fuels Research Council, 
Inc., National Coal Association, United 
Mine Workers of America, and Upper 
Lake Docks Coal Bureau, Inc. petitioned 
to intervene in all three dockets on Feb¬ 
ruary 21,1966. but on May 27,1966, with¬ 
drew their petition subsequent to the 
Commission's denial of petitioners mo¬ 
tion to consolidate these dockets with 
Great Lakes Transmission Co., et al.. 
Docket No. CP66-110, et al. The petition 
of Fuels Research Council. Inc. et al. w as 
opposed by Northern in a March 3, 1966, 
answer. 

Petitions to intervene and a notice of 
intervention were filed in Docket Nos. 
CP66-247 and CP66-248 by the Public 
Service Commission of Wisconsin on 
March 8, 1966, the Independent Petro¬ 
leum Association of America on March 3, 
1966, Minnesota Natural Gas Co. on 
March 3, 1966, and Trans-Canada Pipe 
Lines Ltd. on March 3, 1966. 

On March 10, 1966, the Commission 
staff requested additional data from 
Northern relating to market data and 
economic feasibility of the proposed pur¬ 
chase from Midwestern under its CD-2 
rate schedule. Northern’s reply thereto 
on April 11, 1966. was determined to be 
nonresponsive and a second letter of in¬ 
quiry was sent to Northern on May 9, 
1966, requesting data. On May 27, 1966, 
Northern was granted a time extension 
to July 8, 1966. by the Secretary in order 
to prepare a reply. Northern’s reply on 
July 12, 1966, advised that all data it 
deemed relevant and material had been 
supplied. 

The hearing to be held shall consider 
the following issues, as well as other ma¬ 
terial and relevant issues raised by the 
parties, staff counsel or the evidence: 

(1) Whether Northern has a present 
or future need (both market and gas 
supply) for the gas sought to be pur¬ 
chased from Midwestern, 

<2) Whether the proposed sale from 
Midwestern to Northern is economically 
feasible to Northern. 

At the conclusion of the hearing on the 
applicants’ and interveners’ direct pres¬ 
entations, the applicants shall be per¬ 
mitted an opportunity to present rebuttal 
testimony, provided that a reasonable 


period of time be given interveners and 
the staff to prepare cross-examination of 
said rebuttal case, if any. 

Northern, Midwestern, and supporting 
interveners will be directed to serve 
copies of their prepared testimony and 
exhibits in support of their respective 
applications with the Commission, the 
designated examiner, the staff of the 
Commission, and all other parties in this 
proceeding on or before November 14, 
1966. 

All parties to the proceeding, other 
than the applicants, shall file and serve 
their prepared testimony and exhibits, if 
any. in answer to the prepared direct 
testimony of the applicants on or before 
December 2, 1966. 

The Commission further finds: 

(1) The above-described applications 
are related matters which should be 
heard on a consolidated record as here¬ 
inafter provided. 

(2) It is desirable to allow r the com¬ 
panies and the association. w r hich have 
filed petitions to intervene to become 
interveners in this proceeding in order 
that they may establish the facts and 
law from which the nature and validity 
of their alleged rights and interests may 
be determined and show what further 
action may be appropriate under the 
circumstances in the administration of 
the Natural Gas Act. 

(3) This proceeding will be expedited 
by providing for the service of direct and 
answering evidence prior to hearing. 

The Commission orders: 

(A) The applications for certificates 
of public convenience and necessity in 
Docket Nos. CP66-268 and CP66-247 and 
the application to import natural gas 
from Canada in Docket No. CP66-248 
are hereby consolidated for purposes of 
hearing and decision thereon. 

(B) Petitioners Iowa Public Service 
Co., Minnesota Natural Gas Co., In¬ 
dependent Petroleum Association of 
America, and Trans-Canada Pipe Lines 
Ltd., are hereby permitted to become in¬ 
terveners in this consolidated proceeding 
subject to the rules and regulations of 
the Commission: Provided, however. 
That the participation of such intervener 
shall be limited to matters affecting as¬ 
serted rights and interests as specifically 
set forth in its said petition for leave 
to intervene; And provided . further. That 
the admission of such intervener shall 
not be construed as recognition by the 
Commission that it might be aggrieved 
because of any order or orders of the 
Commission entered in this proceeding. 

(C) Joint petitioners Fuels Research 
Council, Inc., National Coal Association, 
United Mine Workers of America, and 
Upper Lake Docks Coal Bureau, Inc. are 
hereby permitted to withdraw from this 
proceeding. 

<D) Northern Natural Gas Co., Mid¬ 
western Gas Transmission Co. (Appli¬ 
cants) , and interveners in support 
thereof, shall file direct testimony and 
exhibits in support of their respective 
applications with the Commission on or 
before November 14, 1966, and on all 
other parties in this proceeding. Such 
direct testimony and exhibits shall con¬ 


form to the Commission’s rules and regu¬ 
lations under the Natural Gas Act, 

<E) Interveners and the Commission 
staff shall file their prepared answering 
testimony and exhibits, if any, with the 
Commission on or before December 2 
1966, and serve copies on all other parties’ 
(F) A hearing shall be held on Decem¬ 
ber 8, 1966, at 10 a.m., e.s.t., before a 
designated examiner, in a hearing room 
of the Federal Power Commission, 441 
G Street NW., Washington, D.C. 

By the Commission. 

[seal) Gordon M. Grant, 

Acting Secretary. 

[F.R. Doc. 66-12017; Filed, No. 3. 1966; 

8:46 a.m.] 


[Docket No. G-14788, etc.] 

SUNSET INTERNATIONAL 
PETROLEUM CORP. 

Notice of Petition To Amend 

October 28, 1966. 

Take notice that on September 28. 
1966, Sunset International Petroleum 
Corp., a California corporation (Peti¬ 
tioner), successor to Sunset Interna¬ 
tional Petroleum Corp. (a Delaware cor¬ 
poration), Sunset International Build¬ 
ing, 3920 Wilshire Boulevard, Beverly 
Hills, Calif., filed in Docket No. G-14788. 
et al., a petition to amend the orders 
issuing certificates of public convenience 
and necessity pursuant to section 7(0 
of the Natural Gas Act in said dockets 
to Sunset International Petroleum Corp., 
a Delaware corporation, by authorizing 
Petitioner to continue the authorized 
sales of natural gas, all as more fully 
set forth in the petition which is on file 
with the Commission and open to public 
inspection. 

The petition states that effective as of 
April 29, 1966, Sunset International 
Petroleum Corp., a Delaw r are corporation, 
W'as merged by Sipco, Inc., a California 
corporation; that effective as of April 30, 
1966, Sipco, Inc., was merged by SSI, 
Inc., a California corporation; and that 
simultaneously with the lastmentioned 
merger the name of SSI, Inc., was 
changed to Sunset International Petro¬ 
leum Corp., Petitioner herein. The peti¬ 
tion states further that no change in 
service is proposed and that the mergers 
have resulted only in a change in the 
state of domestication. Petitioner re¬ 
quests that the certificate orders issued 
in the following dockets be amended to 
reflect the change in certificate holder: 


G-14788 

CI60-468 

CI61-1203 

G-14788 

CI60-679 

CI61-1742 

G-16436 

CI60-696 

CI62-140 

G-18955 

CI60-749 

CI62-711 

G-19065 

CI60-793 

CI63-258 

G-19686 

CT60-832 

CI63-421 

CI60-31 

CI60-833 

063-803 

CI60-147 

CI61-46 

CT63-1073 

CI60-183 

CI61-356 

CI63-1342 

CI60-302 

CI61-549 

CI64—1423 

CI60-405 

CI61-609 

CI64—1490 

CI60-406 

CI61-710 

CI65-932 

CI60-425 

CI61-852 

CI66-826 

CI60-445 

CI61-1180 

CI66-1190 

Protests or 

petitions to intervene may 

be filed with the Federal Pow er Conun is- 
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slon. Washington. D.C. 20426, in accord¬ 
ance with t he r ules of practice and pro¬ 
cedure (18 CFR 1.8 or 1.10) on or before 
November 25,1966. 

Joseph H. Gutride, 

Secretary. 

IFH. Doc. 66-12018; Filed, Nov. 3. 1966; 
8:46 a.m.] 


INTERSTATE COMMERCE 
COMMISSION 

fourth section applications 

FOR RELIEF 

November 1, 1966. 

Protests to the granting of an appli¬ 
cation must be prepared in accordance 
with Rule 1.40 of the general rules of 
practice (49 CFR 1.40) and filed within 
15 days from the date of publication of 
this notice in the Federal Register. 

Long-and-Short Haul 

FSA No. 40765— Corn chops to Gulf 
Ports. Filed by Southwestern Freight 
Bureau, agent (No. B-8920), for inter¬ 
ested rail carriers. Rates on corn chops, 
in carloads, from points in southwestern 
and western trunkline territories, to gulf 
ports. Pensacola. Fla., to Corpus Christ!, 
Tex. (for export). 

Grounds for relief—Rate relationship. 

Tariffs—Supplement 18 to Atchison, 
Topeka & Santa Fe Railway Co. tariff 
ICC 15044 and eight other schedules 
named in the application. 

FSA No. 40766— Phosphate rock from 
Rio Grande City, Tex. Filed by South¬ 
western Freight Bureau, agent (No. B- 
8904), for interested rail carriers. Rates 
on phosphate rock, crude, ground, or 
pulverized, not acidulated nor ammoni- 
ated, in carloads, from Rio Grande City. 
Tex. (import from Mexico), to points in 
Illinois Freight Association, Southwest¬ 
ern and western trunkline territories. 

Grounds for relief—Market competi¬ 
tion. 

Tariff—Supplement 3 to Southwestern 
Freight Bureau, agent, tariff ICC 4681. 

FSA No. 40767— Cement from Dundee, 
Mich. Filed by Traffic Executive As¬ 
sociation-Eastern Railroads, agent (E.R. 
No. 2870), for interested rail carriers. 
Rates on cement, viz; common, hydrau¬ 
lic, masonry, mortar, natural, Portland, 
also tile grout, cement clinker, and dry 
building mortar, in carloads, from Dun¬ 
dee, Mich., to specified points in New 
York. Ohio, Pennsylvania, and West 
Virginia. 

Grounds for relief—Market competi¬ 
tion. 

Tariff—Supplement 52 to Traffic Ex¬ 
ecutive Association-Eastern Railroads, 
agent, tariff ICC C-435. 

FSA No. 40768— Crushed stone to WTL 
territory. Filed by Western Trunk Line 
^ommittee, agent (No. A-2475), for in¬ 
terested rail carriers. Rates on crushed 
stone and related articles, in carloads, 
jrom specified Points in Colorado, also 
* ner ?an, Wyo., to points in western 
trunkline territory. 


Grounds for relief—Market competi¬ 
tion. 

Tariff—Supplement 29 to Western 
Trunk Line Committee, agent, tariff ICC 
A-4530. 

FSA No. 40769— Substituted service — 
PRR for Trans-Cold Express. Inc. Filed 
by Trans-Cold Express, Inc., for itself 
and on behalf of the Pennsylvania Rail¬ 
road Co. Rates on property loaded in 
trailers and transported on railroad flat¬ 
cars, between Kearny, N.J., on the one 
hand, and Chicago and East St. Louis. 
HI., on the other, on traffic originating 
at or destined to such points or points 
beyond, as described in the application. 

Grounds for relief—Motortruck com¬ 
petition. 

By the Commission. 

I seal] H. Neil Garson. 

Secretary. 

(F.R. Doc. 66-12033; Filed, Nov. 3. 1966; 

8:47 ajn.J 


(Notice 280J 

MOTOR CARRIER TEMPORARY 
AUTHORITY APPLICATIONS 

November 1, 1966. 

The following are notices of filing of 
applications for temporary authority un¬ 
der section 210a(a) of the Interstate 
Commerce Act provided for under the 
new rules In Ex Parte No. MC 67 (49 CFR 
Part 240) published in the Federal Reg¬ 
ister. issue of April 27, 1965, effective 
July 1, 1965. These rules provide that 
protests to the granting of an application 
must be filed with the field official named 
in the Federal Register publication, 
within 15 calendar days after the date 
notice of the filing of the application is 
published in the Federal Register. One 
copy of such protest must be served on 
the applicant, or its authorized repre¬ 
sentative, if any, and the protest must 
certify that such service has been made. 
The protest must be specific as to the 
service which such protestant can and 
will offer, and must consist of a signed 
original and six copies. 

A copy of the application is on file, 
and can be examined, at the Office of the 
Secretary, Interstate Commerce Commis¬ 
sion, Washington, D.C., and also in the 
field office to which protests are to be 
transmitted. 

Motor Carriers or Property 

No. MC 113024 (Sub-No. 61 TA), filed 
October 28. 1966. AppUcant: ARLING¬ 
TON J. WILLIAMS. INC., Rural Delivery 
No. 2, South DuPont Highway. Smyrna, 
Del. 19977. Applicant’s representative: 
Samuel W. Eamshaw, 833 Washington 
Building, Washington, D.C. Authority 
sought to operate as a contract carrier, 
by motor vehicle, over irregular routes, 
as follows: Redwood Furniture, from the 
plantsite of Seaside Lumber Co.. Willits. 
Calif., to Atlanta, Ga., Chicago, Ill., Kan¬ 
sas City, and St. Louis. Mo., Oklahoma 
City, Okla., and Memphis, Tenn., for 180 
days. Supporting shipper: Seaside Lum¬ 
ber Co.. Box 155. Willits. Calif., Miles F. 
Sullivan. Send protests to: Paul J. 


Lowry, District Supervisor, Bureau of 
Operations and Compliance, Interstate 
Commerce Commission, 206 Post Office 
Building, Salisbury, Md. 21801. 

No. MC 118288 (Sub-No. 12 TA). filed 
October 28, 1966. Applicant: Stephen 
F. Frost. Post Office Box 28, Billings. 
Mont. 59101. Applicant’s representa¬ 
tive: Jerome Anderson, First National 
Bank Building. Billings, Mont. 59101. 
Authority sought to operate as a common 
carrier , by motor vehicle, over irregular 
routes, transporting: Meat, meat prod¬ 
ucts and meat byproducts, from Billings, 
Mont., to points in Nevada, Utah, and 
that part of Idaho consisting of Owyhee, 
Elmore, Custer. Lemhi, Blaine, Camas, 
Gooding, Twin Falls, Jerome, Lincoln. 
Cassia, Minidoka. Butte, Power, Oneida. 
Bannock, Franklin, Beat Lake, Caribou, 
Bingham, Bonneville, Jefferson, Madi¬ 
son, Teton, Clark, and Fremont Coun¬ 
ties, Idaho, for 180 days. Supporting 
shipper: Pierce Packing Co.. Post Office 
Box 1356, Billings, Mont. 59103. Send 
protests to: Paul J. Labane, District 
Supervisor. Interstate Commerce Com¬ 
mission, Bureau of Operations and Com¬ 
pliance. 251 UB. Post Office Building. 
Billings, Mont. 59101. 

No. MC 119268 (Sub-No. 56 TA), filed 
October 31, 1966. Applicant: Osborn, 
Inc.. Post Office Box 6985, Atlanta, Ga. 
30315. Applicant’s representative: B. 
K. McClain (Same address as above). 
Authority sought to operate as a common 
carrier, by motor vehicle, over irregular 
routes, as follows: Furniture, Aluminum 
Tubular. Pipe, or Tubing, Aluminum, and 
Artificial Christmas Trees, from Austell 
and Waynesboro, Ga.. to points in Illi¬ 
nois, Indiana, Iowa, Michigan, Minne¬ 
sota, Missouri, Ohio, and Wisconsin, for 
180 days. Supporting shipper: Keller 
Aluminum Chairs Eastern, Post Office 
Box 528, Waynesboro. Ga. Production 
Engineering Co., Austell, Ga. Send pro¬ 
tests to: William L. Scroggs, District 
Supervisor, Bureau of Operations and 
Compliance. Interstate Commerce Com¬ 
mission, Room 300, 680 West Peachtree 
Street, NE., Atlanta, Ga. 

By the Commission. 

[seal] H. Neil Garson, 

Secretary. 

[FJR. Doc. 66-12034; Filed, Nov. 3. 1966; 

8:47 ajn.J 


FOURTH SECTION APPLICATION 
FOR RELIEF 

October 31.1966. 

Protests to the granting of an applica¬ 
tion must be prepared in accordance 
with Rule 1.40 of the general rules of 
practice (49 CFR 1.40) and filed within 
15 days from the date of publication of 
this notice in the Federal Register. 

Long-and-Short Haul 

FSA No. 40764 —J oint motor-rail 
rates—Central States. Filed by Central 
States Motor Freight Bureau, Inc., agent 
(No. Ill), for interested carriers. Rates 
on property moving on class and com¬ 
modity rates over joint routes of appli- 


No. 21! 


-24 
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cant rail and motor carriers, between 
points in Central States territory. 

Grounds for relief—Motortruck com¬ 
petition. 

Tariff—Supplement 4 to Central States 
Motor Freight Bureau, Inc., agent, tariff 
MF-ICC 1198. 

By the Commission. 

I seal! H. Neil Garson. 

Secretary. 

|F.R. Doc. 66-11989; Filed, Nov. 2. 1966; 
8:47 a.m.| 


| Notice 2791 

MOTOR CARRIER TEMPORARY 
AUTHORITY APPLICATIONS 

October 31, 1966. 

The following are notices of filing of 
applications for temporary authority 
under section 210a<a) of the Interstate 
Commerce Act provided for under the 
new rules in Ex Parte No. MC 67 (49 
CFR Part 240) published in the Federal 
Register, issue of April 27, 1965, effective 
July 1, 1965. These rules provide that 
protests to the granting of an applica¬ 
tion must be filed with the field official 
named in the Federal Register publica¬ 
tion, within 15 calendar days after the 
date notice of the filing of the applica¬ 
tion is published in the Federal Regis¬ 


ter. One copy of such protest must be 
served on the applicant, or its author¬ 
ized representative, if any. and the pro¬ 
test must certify that such service has 
been made. The protest must be spe¬ 
cific as to the service which such pro- 
testant can and will offer, and must con¬ 
sist of a signed original and six copies. 

A copy of the application is on file, and 
can be examined, at the Office of the 
Secretary, Interstate Commerce Com¬ 
mission, Washington. D.C., and also in 
the field office to which protests are to 
be transmitted. 

Motor Carriers of Property 

No. MC 117304 (Sub-No. 14 TA>, filed 
October 27, 1966. Applicant: DON 

PAFFILE, doing business as PAFFILE 
TRUCK LINES, 2906 29th Street North, 
Lewiston, Idaho 83501. Authority sought 
to operate as a comvion carrier , by 
motor vehicle, over irregular routes, 
transporting: Wood chips . in bulk, from 
St. Maries, Idaho, to Millwood. Wash., 
for 150 days. Supporting shipper: Pot¬ 
latch Forests, Inc., Lewiston, Idaho 
83501. Send protests to: L. C. Taylor, 
District Supervisor. Bureau of Opera¬ 
tions and Compliance, Interstate Com¬ 
merce Commission, 401 U.S. Post Office. 
Spokane, Wash. 99201. 

No. MC 126118 (Sub-No. 4 TA), filed 
October 27, 1966. Applicant: GEORGE 


M. HILL, doing business as HILL 
TRUCKING COMPANY, R.F.D. No. 8. 
Johnson City, Tenn. 37601. Applicants 
representative: Clifford E. Sanders. At¬ 
torney at Law, 321 East Center Street, 
Kingsport, Tenn. 37660. Authority 
sought to operate as a common carrier. 
by motor vehicle, over irregular routes, 
transporting: Malt beverages , (1) from 
Evansville and South Bend, Ind.; Detroit. 
Mich.; Louisville and Newport, Ky.; and 
Cincinnati, Ohio; to Knoxville, Tenn. 
and (2) from South Bend, Ind.; Louis¬ 
ville and Newport, Ky.; and Cincinnati. 
Ohio; to Johnson City, Tenn., for 180 
days. Note: Applicant states it pro¬ 
poses to tack authority sought herein 
with its authority in MC 126118 and vari¬ 
ous subs. Supporting shippers: Ray¬ 
mond's Distributing, 4534 Nora Road. 
Knoxville, Tenn.; Shelton’s Distributing 
Co., 241 West Main Street. Johnson City. 
Tenn. Send protests to: J. E. Gamble. 
District Supervisor, Bureau of Operations 
and Compliance, Interstate Commerce 
Commission, 706 U.S. Courthouse, Nash¬ 
ville, Tenn. 37203. 

By the Commission. 

(seal] H. Neil Garson, 

Secretary. 

|F.R. Doc. 66-11990; Filed. Nov. 2. 1966; 

8:47 ajn.l 
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